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FINANCIAL HIGHLIGHTS 


1989 1988 1987* 1986 1985 
Earnings Data (For the year ended October 31) 
Netimeome(Smillions sm aoe eee ld einen one $ 529 panied! Sil? $ 452 $ 454 
RENT ONASSEES canta covers test ae ere eet it RAG NG aye ean 47% 68% 51% 46% 49% 
Return on common shareholders’ equity................... 10.1% 17.2% 11.5% 10.9% 12.4% 
Balance Sheet Data (As at October 31) ($ millions) 
Potalassetstee: Carr eam ety ee rewrote qs ee nee oe $114,660 $110,054 $102,170 $99,607 $96,017 
WOanS Wemepadat: CSC A Cem Es Gar escent 83,239 77,781 69,293 65,934 63,831 
DE DOSIES Serra s Facts hee Mra eAes. cerepeeey re a PG mine yard dah a8 89,186 87,238 85,811 eh 83,543 
ID ebenitre Saari ey eee ene ee Took eee ones oe eevee 2,118 2,000 Lat 2,068 1,749 
Shareholders equityAyeree. eerie aerate ae 5,782 5,087 4,364 4,662 4,168 
Capital Ratios — BIS Risk-Based (As at October 31) 
lier icapitalira io wee eee eo ee eee ere ote 4.8% 4.2% 
Ueril capitaliratioty seeker eer eet teen ey ney ee 2.4% 2.4% 
Motalcapitalatlomer wen tat Od Pet eae age reek 7.2% 6.6% 
Common Stock Data (For the year ended October 31) 
Earnings per share 
BASIC’ <coene® oncom lcieararss, (questa eraceatery re vase 1s Memes Grits $ 3.29 $ 5.05 $ 3.78 $ 3.68 $ 3.93 
Rully.diluted gee mer reesei. eee Cerrar 3.25 4.83 3.62 3.46 3.64 
Dividendsipensharenenen ere Or eer iron en eerie 2.20 2.08 2202 2.00 2.00 
Share Prices 1i¢ tie ener: Hil 5 Sorters ROOM Dar Se Fe 48.75 36.50 38.88 3529 32.38 
LOW Srestia sever Pave atart:  eoketiens thc. havea ces eG com 33.75 26.13 25.63 2 D0 27.50 
G@Glose— October sil iase een ey eee eee 48.50 36.00 Dial 535 31.50 
[slorol evielue— OO) ree Sil, an gdsansnadgcnecudsadessuucse 32.31 31.16 28.40 Salen 33.10 
Number of: (As at October 31) 
Gommionisharelolcd ensieane ss amietsrie einer ater eae nan ree 81,901 87,613 88,814 89,752 89,947 
Common shares outstanding (thousands) .................. 143,337 132,650 118,005 106,522 99 427 
Emploveesi (ull tmetequiy alent) yeansre: tli iene nite rae 47,989 46,096 42,839 435229 41,951 
Jebel Ve) ol cleat tata san Opes iar, es Cot olera A. ore Me orca Clee. a cee-oho Oaks 1,607 1,560 Li 1,496 1,494 
/Nutitovanelecel leva sae AMBVOMITNES so oc eo cccanngessaccucoun 2,324 1,628 1,336 1,170 898 


*Earnings results for 1987 are expressed before the special provision for losses on country lending. After the special provision, the Bank reported a net loss of 


$288 million, or $3.20 per common share. 
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Notice to Shareholders 
The Annual and Special Meeting of Common Shareholders and the Special 
Meeting of Preferred Shareholders of the Bank will be held in Le Grand 
Salon, Queen Elizabeth Hotel, in the City of Montreal, on Thursday the 11th 
day of January 1990, at 10:30 a.m. 

The annual report, and the proceedings of the annual meeting, will be sent 
to all shareholders of the Bank in due course. 


CHAIRMAN’S MESSAGE 


Dear Shareholder, 


This past year marks the end of a turbulent decade for Canada’s 
banking industry, as well as for The Royal Bank of Canada. 

In retrospect, it has been a decade characterized by extreme 
volatility in financial markets, uneven economic growth, and 
intense competition from both new and traditional sources — 
all within an increasingly deregulated financial services 
environment. 

For the Royal Bank — Canada’s largest financial institution — 
the past ten years have not been easy. For most of the 1980s, we 
experienced abnormally high levels of problem loans, as many 
resource sector clients and Third World borrowers encountered 
severe debt servicing difficulties. 

Yet, as difficult as these past ten years have been, they have 
witnessed some of the most important initiatives in the Royal 
Bank’s 121-year history — initiatives which will help to ensure 
sustainable core earnings growth over the course of the next 
decade. 

Perhaps the clearest example has been our aggressive 
investment in our service delivery network and in employee 
training. We now enter the 1990s with the largest branch 
banking franchise in North America and with one of the world’s 
10 biggest automated banking machine networks. Along with 
our staff, they're our most important competitive strength — 

a major factor behind our leading market share in mortgages, 
personal loans, and deposits. It’s a strength we intend to exploit 
as we sell an ever-increasing array of financial products such as 
mutual funds, private banking and card services. 


Return on Assets 
% 


85 ERE ee aa ee 40 

86 ESAS to 

87 ae 5] 

88 ES ae ON 


89 SIT 


*before special provision for losses on country lending 


Our acquisition in 1988 of Canada’s largest securities 
dealer, Dominion Securities, and its subsequent purchase of 
Pemberton Securities, have also strengthened our position. 
These important additions to the Royal Bank group now enable 
us to offer an even broader range of products and services to 
corporate and retail banking clients alike. 

The last ten years have witnessed major changes within 
the Bank’s international operations. We've scaled back our 
activities in those parts of the globe that didn’t offer appropriate 
returns or which didn’t mesh with our strategy. At the same 
time, we’ve enhanced our presence in such key markets as 
New York, London, and Tokyo — where we are already seeing 
positive results. 

We've also taken aggressive action with respect to our 
LDC debt position. Our country risk provision now stands at 
70% of our total exposure to troubled Third World borrowers. 
Furthermore, our net LDC exposure now represents only 
27% of common shareholders’ equity. 

As the last two years have demonstrated, our private sector 
loan portfolio has returned to health, and is the strongest it has 
been in more than a decade. Importantly, we have policies and 
procedures in place to ensure it remains that way. 

We enter the 1990s in a position of considerable strength and 
with a clear vision of our future. It’s a vision based on excellent 
customer service, sustained credit quality, and increased 
shareholder wealth. 


Sincerely, 


VL AO Ee 


ALLAN R. TAYLOR 
Chairman and Chief Executive Officer 
December 5, 1989 
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FINANCIAL REVIEW 


EARNINGS OVERVIEW 

For 1989, The Royal Bank of Canada recorded net income of 
$529 million, a reduction of 26% from 1988. Fully diluted 
earnings per share were $3.25, down $1.58 from last year. 
Retumm on average assets was .47% compared to .68% in 1988, 
while return on common shareholders’ equity was 10.1% versus 
17.2% a year ago. 

The year’s results reflect a $1.1 billion addition to the Bank’s 
provision for possible losses on loans to less developed countries 
(LDCs). The comparable addition in 1988 was $360 million. 
Table 1 provides a comparison of the Bank’s net income for 
1989 and 1988 excluding these additions to the country risk 
provision and the net interest income attributable to LDC 
lending. On this basis, fully diluted earnings per share would 
have been $7.13 in 1989, an increase of 31% from the $5.44 
which would have been recorded in 1988. Similarly, return on 
average assets would have been .99% versus .79% in 1988, 
while return on equity would have been 22.2% compared to 
19.5% last year. 

The average number of common shares outstanding, on a fully 
diluted basis, was 145.1 million in 1989 compared to 141.1 
million in 1988. 

This year’s $1.1 billion addition to the country risk provision 
raised the provision to 70% of LDC debt exposure, from 45% at 
the end of 1988. As a result of this addition, and the sale during 
the year of $685 million of LDC loans, the Bank’s net LDC 
exposure declined to 27% of common shareholders’ equity 
from 67% a year ago. 

In 1989, domestic operations generated net income of 
$865 million, up $163 million from last year. The improvement 
stemmed from a higher volume of consumer and business 
loans, greater fee income and a lower provision for loan losses. 
Domestic return on assets was .98%, up 6 basis points 
from 1988. 

International operations registered a net after-tax loss of 
$336 million, compared to a profit of $11 million last year. This 
reduction was due to the $1.1 billion addition to the Bank’s 
country risk provision (three times as large as in 1988) and to 
lower interest payments from major Latin American debtor 
nations, two of which — Venezuela and the Dominican Republic 
~ were classified as non-accrual during the year. These negative 
factors were mitigated by gains on divestitures of subsidiaries, 
by improved returns on the Bank’s remaining international 
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portfolio, particularly in the United States and Europe, and by 
lower non-interest expenses. Excluding LDC lending, 
international return on assets would have been 1.02% in 1989, 
up from .39% a year ago. 

In 1989, the Bank’s investment banking subsidiary, RBC 
Dominion Securities, recorded net income of $32 million, 
notwithstanding substantial one-time costs associated with its 
acquisition of Pemberton Securities during the year. This 
compared to net income of $28 million in 1988. 


ASSET GROWTH 

Average assets in 1989 were $112.7 billion, $8.4 billion higher 
than in 1988. Average domestic assets were up $11.5 billion. 
The consumer sector exhibited continued strength, with 
average mortgage balances up $3.4 billion and average personal 
loans up $950 million from 1988. Business loans and bankers’ 
acceptances increased by a healthy $5.3 billion, reflecting 
corporate borrowers’ continued preference for bank financing 
relative to the equity and bond markets. Average international 
assets declined $3.1 billion due to a reduction in deposits with 
other banks, divestitures of subsidiaries and a lower translated 
value of foreign currency-denominated assets resulting from a 
stronger Canadian dollar. 

In 1989, the Bank continued its policy of reducing 
low-yielding assets, while maintaining a prudent level of 
liquidity. Overall, the Bank’s liquid assets, comprising mostly 
deposits with other banks and securities, represented a 
conservative 13% of total assets at year-end 1989. 


NET INTEREST INCOME 

Taxable equivalent net interest income was $3,716 million, 
up $355 million or 11% from 1988. Relative to average assets, 
net interest income increased to 3.30% from 3.22% last year. 

Domestic net interest income was up $344 million to $3,080 
million, due primarily to higher consumer and business lending 
activity. The domestic net interest margin declined to 3.50% 
from 3.58% last year. This slight decline reflects a substantial 
increase in bankers’ acceptances, which generate fee income, 
not net interest income. 

International net interest income increased $11 million to 
$636 million. The classification to non-accrual status of loans 
to Venezuela and the Dominican Republic resulted in a 
$38 million reduction in interest income from those countries 
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TABLE 1 


————————————————————————————— eS 


COMPARISON OF NET INCOME EXCLUDING LDC LENDING 


For the year ended October 31 


Total Bank, excluding 


($ millions) Total Bank LDC Lending* LDC Lending 
1989 1988 1989 1988 1989 1988 
INGiiinterestincOme =u ite. omen eee ee eo $3,625 $3,280 $ 140 $205 $3,485 $3,075 
lPhonmtlorlioyelloeVaNOSSES 4 spe. acawernecnancanaanoosbasoe 1,380 750 1,100 360 280 390 
2,245 2158.0) (960) (155) 3,205 2,685 
Othemincome saeeweeeee ee a ee eee Lee 1,538 1270 = - 1,538 1,270 
3,783 3,800 (960) (155) 4,743 33955) 
INGINGHMGSTOGNSTISSS 25 aber: Appa nee oe eee oa 2,935 2,550 - = 2,935 250) 
848 1,250 (960) (155) 1,808 S05) 
Income taxes and minority interest...................... 319 538 (397) (69) 716 607 
Net income (loss) $ 529 $ 712 $ (563) $ (86) $1,092 $ 798 
Earnings per share 
IBENSH CS ce oh ye ec noe ia Aa Ora Rn cS ee $3.29 $5.05 $7.27 $5.74 
pull vaca ite cli eee Pee ne ene ere Mee ere els ye $3.25 $4.83 $7.13 $5.44 
PAVIGLAD CLASSE LS WPM PERE eer re eer ae eae tT ES han $112,700 $104,300 $2,300 $3,000 $110,400 $101,300 
REMIGMON:ASSCLS mean ater eae cone ee te ee ee 47% 68% .99% 79% 
Average common shareholders’ equity ................... $4,618 $3,691 $4,618 $3,691] 
RetuimMon comm onsharenolders equity 9). als. 10.1% 17.2% 22.2% 19.5% 


*For LDC lending, net interest income represents the sum of interest received on non-accrual loans and interest accrued on performing loans, net of the interest 
cost of funding such loans. This funding cost is based on the gross amount of LDC loans less the amount of the country risk provision. 


in 1989. Also, the Bank received $17 million less interest from 
Argentina than in 1988. However, these reduced interest 
payments were more than offset by higher income from the 
remaining international portfolio and from net gains on 
divestitures of subsidiaries. Overall, the international net 
interest margin was up 33 basis points to 2.58%, partly as a 
result of a reduction in lower-yielding assets. 


OTHER INCOME 

Other income totalled $1,538 million, an increase of $268 
million or 21% from last year. RBC Dominion Securities, which 
was consolidated commencing in the third quarter of 1988, 
accounted for more than half of this increase. The Bank also 
registered an increase in revenues from bankers’ acceptances as 
well as from deposit account, credit card, and investment 
management services. 


Average Assets 
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NON-INTEREST EXPENSES 

Non-interest expenses totalled $2,935 million in 1989, an 
increase of 15% from last year. Excluding RBC Dominion 
Securities for both 1988 and 1989, the growth was a more 
moderate 7.6%. On this basis, staff costs rose 9%, reflecting a 
greater number of customer service positions and merit 
increases for employees. The latter included the effect of a 
newly implemented incentive program for managerial 
personnel. Premises and equipment costs increased 6% as the 
Bank continued to enhance its network of branches and 
automated banking machines in order to better serve its 
customers. Other expenses, which encompass a broad range of 
business costs, rose 6%, in tandem with the overall volume of 
business. 


Gross Revenue 
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TABLE 2 


FIVE YEAR HIGHLIGHTS OF EARNINGS (AS A % OF AVERAGE ASSETS) 


(taxable equivalent basis) 1989 1988 1987* 1986 1985 
Netinteres HimCOmle,:.cs5.1a rend ete eee eee 3.30% B25 3.09% 3.07% 2.92% 
PROVISION OT LOaTlOSSES aera meee rer eter ee eae ee (1.22) (72) (.90) (1.00) (.74) 
2.08 2.50 2.19 DOT 2.18 
OER COME. ere re rote ee ee ean coer 1.36 12D: 1.06 85 80 
3.44 31,12 Sys 2.92 2.98 
Non-interestiexpenses s.aaein ae aoe era (2.61) (2.44) (23y)) CD?) Call) 
.83 1.28 93 70 87 
Income taxes ancuminon ty interest crane asec (.36) (.60) (.42) (.24) (38) 
Return on assets 47% 68% ls 46% 49% 


*before special provision for losses on country lending 


CREDIT QUALITY REVIEW 

The improvement in the Bank’s private sector (non-LDC) loan 
portfolio continued in 1989. Net non-accrual loans were down 
more than one-third from a year ago, while private sector loan 
losses declined more than one-quarter from the previous year. 
The Bank remains confident that given the above trends and the 
increasing share of low-risk consumer loans within the overall 
business base, its loan portfolio will remain strong, 

Furthermore, the Bank continues to maintain conservative 
credit policies and procedures, particularly with respect to 
financing leveraged buyouts (LBOs). At year-end 1989, the 
Bank’s LBO portfolio, which is well diversified by industry, 
geography and amount, totalled $1.2 billion. This represented 
27% of common equity — the lowest level among Canadian 
banks. 

With regard to its LDC position, the Bank sold $685 million of 
loans in 1989 and raised its country risk provision to 70% of its 
remaining exposure to troubled borrower countries — one of the 
most conservative provisioning levels among international 
banks. 

The past year also witnessed the introduction of a debt 
restructuring plan for Mexico devised by U.S. Treasury Secretary 
Nicholas Brady. Under the plan, which is not yet finalized, 
Mexico’s major bank creditors have the option of either 
providing new loans to Mexico or exchanging their outstanding 
Mexican loans for bonds carrying a reduced interest rate of 
6.25% or for floating-rate bonds equal to 65% of the loan 
principal. The Royal Bank favours the reduced interest option. 
Should the plan materialize, the new bonds will be secured by 
U.S. Treasury 30-year zero-coupon bonds, with at least 
18 months of interest payments guaranteed. 


Non-accrual loans 
At October 31, 1989, the Bank’s total non-accrual loans, after 
deducting the allowance for credit losses, were $623 million, 
down $404 million or 39% from year-end 1988. Most of the 
reduction was in domestic operations, where net non-accrual 
loans declined by $302 million to $432 million, reflecting 
continued improvement among resource sector accounts. 
International net non-accrual loans totalled $191 million, down 
$102 million from last year due primarily to an improvement in 
the Bank’s loan portfolio in the United States. The classification 
to non-accrual status this year of $600 million of loans to 
Venezuela and $185 million of loans to the Dominican Republic 


did not affect the reported net non-accrual loan balance, as the 
addition to the country risk provision this year far exceeded 
these amounts. Therefore, the $191 million of non-accrual loans 
at year-end 1989 relates entirely, as was the case a year ago, to 
the Bank’s international private sector loan portfolio. 


Loan losses 
In 1989, the Bank’s provision for loan losses was $1,380 million. 
This included $1,100 million in country risk provisions, 
compared to $360 million last year. The provision for loan 
losses also included $280 million in specific provisions, down 
$110 million from last year, due largely to further strengthening 
in the Bank’s energy loan portfolio. Specific provisions 
approximated .25% of average assets in 1989 and are expected 
to stabilize at this level. 

Domestic loan losses were $285 million, down from 
$320 million last year. Internationally, excluding the addition 
to the country risk provision, the Bank recorded a net recovery 
of $5 million, due primarily to an improvement in its corporate 
loan portfolio in the United States. This compares to specific 
provisions of $70 million last year. 


CAPITAL FUNDS 

At October 31, 1989, the Royal Bank’s total capital, comprising 
common and preferred shareholders’ equity and subordinated 
debentures, stood at $7.9 billion, an increase of $813 million or 
11% from year-end 1988. Common shareholders’ equity was up 
$498 million due to $150 million of internally generated capital, 
$123 million raised through the Bank’s Shareholder Dividend 
and Share Purchase Plan and $225 million resulting from the 
conversion into common equity in December 1988 of 7.5 million 
of the Bank’s remaining $2.75 Second Preferred Shares Series A. 
Preferred shares rose $197 million as $400 million of: 

Tier I-qualifying non-cumulative preferred shares, issued in 

the fourth quarter, was partially offset by the conversion of 

the remaining Second Preferred Shares Series A. Total 
debentures increased $118 million, reflecting a $250 million 
issue in the fourth quarter of 10-year 10.2% debentures, offset 
by $132 million relating to redemptions and to translation 
adjustments on U.S. dollar-denominated debentures. 

At year-end 1989, the Bank’s Tier I and Total capital ratios, 
using the transitional B.LS. rules, were 4.8% and 7.2% 
respectively. These compare to 4.2% and 6.6% at the end of 
1988. 


TABLE 3 


sree ee 
QUARTERLY HIGHLIGHTS OF EARNINGS (AS A % OF AVERAGE ASSETS) 


(taxable equivalent basis) 04 Q3 Q2 QI O4 Q3 Q2 QO] 
1989 1989 1989 1989 1988 1988 1988 1988 
Net interest Il COMMC ame etary ieee ors 3.32% 3.26% 3.15% 3.46% 3.28% 3.38% 3.21% 3.01% 
Provisionitor loamlosses!yy4ses 00s. . (3.20) (.51) (.53) (.56) (38) (.83) (.93) (.76) 
12 2.75 2.62 2.90 2.90 25) 2.28 1 DS 
Othenimcome er eee eee 1.44 1.37 1.33 1.32 25) LS) Ibe LUG 
1.56 4.12 3.95 4.22 Bills) 3.84 Ba) el 
INOUSIMlETeS he x CNSeS anne nee (2.69) (2.65) (2.59) (2.48) 58) (2.49) CAD @34) 
(1.13) 1.47 1.36 1.74 1.62 3) 1.04 1.07 
Income taxes and minority interest... . . .46 (.63) (.57) (.77) (81) (62) (46) (4) 
Return on assets (.67)% 84% 19% 97% 81% 13% 58% 60% 
ADDITIONAL INFORMATION 
Q4 Q3 Q2 QI Q4 Q3 Q2 Ql 
1989 1989 1989 1989 1988 1988 1988 1988 
Eamings per share 

IRECSIICAiS Gh os te eeeied ae ees Gee ees ($1.54) $1.57 $1.41 $1.85 $1.55 v3) $1.03 Sil2 

Fully Gh! ..... caer cher ocuanes ( 1.54) 1.55 1.39 1.79 149 1.28 99 1.07 
Average shares outstanding (thousands) 

BAS] Chem eee ABC ret Snes Prac Mey aks 143,144 142,432 141,683 137,926 131,786 130,489 120,060 118,905 

lly GlIwWBEl 25 esse cee eeoeaecnae 146,000 145,288 144,539 144,382 142,929 145,006 138,815 137,661 
Shares outstanding (thousands) 

End of period 143,337 142,630 141,907 141,102 132,650 131,109 129\444 IES) a0 
Retum on common shareholders’ equity (17.6)% 18.6% 17.7% 23.5% 20.0% 18.0% 14.4% 15.7% 
Book value per share $32.31 $34.31 $33.25 $32.36 $31.16 $30.13 S202: $28.97 
Common share price—High.......... $48.75 $47.25 $42.00 $38.63 $36.50 $32.75 $29.50 $29.50 

SIONS @ Harb peo ke 44.75 41.63 37.00 33.75 30.88 26.75 26.13 26.25 
=CNWEE, oo s508. 48.50 47.13 41.88 38.50 36.00 32.63 27.88 27.38 


In the first quarter of fiscal 1989, the Royal Bank raised its 
quarterly dividend from $0.52 to $0.55 per common share. 
Subsequent to year end, the Bank announced a further increase 
in its quarterly dividend to $0.58 per common share, payable 
February 23, 1990 to shareholders of record January 24, 1990. 

The bank also announced its intention to split its common 
shares on a two-for-one basis, contingent upon shareholder 
approval at the Bank’s Annual and Special Meeting of 
Shareholders, to be held January 11, 1990. It is expected that the 
proposed split will be effective on or about February 9, 1990. 


FOURTH QUARTER 1989 

In the fourth quarter of 1989, the Royal Bank recorded a net loss 
of $195 million, or $1.54 per share, compared with net income 
of $221 million, or $1.49 per share (fully diluted), in the same 
quarter of 1988. 

The results for the fourth quarter reflect an $875 million 
addition to the Bank’s country risk provision. The comparable 
addition a year ago was $40 million. Had the Bank added an 
originally planned $75 million to its country risk provision in 
the fourth quarter, as in the three previous quarters of this fiscal 
year, net income would have been up 29% from a year ago to 
$286 million. Fully diluted earnings per share would have been 
$1.84, an increase of 23% from the fourth quarter of last year. 
Return on assets and return on common shareholders’ equity 
would have been .98% and 21.3% respectively, versus .81% 
and 20.0% a year ago. 

The Bank’s core earnings remained strong, reflecting solid 
growth in residential mortgages and business loans, and higher 
income from fee-based services. Overall, domestic earnings 


totalled $235 million versus $204 million in the fourth quarter 
of 1988. These earnings reflect a positive contribution from 
RBC Dominion Securities. International operations incurred a 
$430 million loss, compared to net income of $17 million a year 
ago, due to the large addition to the country risk provision this 
quarter. 

Taxable equivalent net interest income was up $74 million or 
8% from a year ago, due to substantially higher volumes of 
consumer and business loans. This increase was realized in 
spite of no interest receipts from Brazil this quarter, compared 
to receipts of $44 million in the fourth quarter of 1988. 

Other income increased $79 million or 23% from the same 
quarter of last year. Higher income earned by RBC Dominion 
Securities, resulting partially from the inclusion, for the first 
time, of a full quarter of Pemberton Securities’ results, 
contributed to one-third of the increase. Greater revenues from 
deposit account, investment management and credit card 
services contributed to the remaining increase. 

Non-interest expenses were up $95 million or 14% from a 
year ago. RBC Dominion Securities accounted for one-third of 
the increase, due in part to the inclusion of Pemberton 
Securities’ expenses this quarter. More customer service 
positions within the Bank, continued investment in premises 
and technology, and an overall higher volume of business 
activity were largely responsible for the remaining increase in 
non-interest expenses. 

The provision for loan losses in the fourth quarter included 
$60 million in specific provisions, compared to $65 million a 
year ago. 
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FINANCIAL STATEMENTS 


MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING 


These financial statements were prepared by the management 
of The Royal Bank of Canada. While the form of the financial 
statements and the accounting policies to be followed are 
prescribed by the Bank Act and related rules issued by the 
Superintendent of Financial Institutions, many amounts must of 
necessity be based on the best estimates and judgments of 
management. 

In discharging its responsibility for the integrity and fairness 
of the financial statements and for the accounting systems from 
which they are derived, management maintains the necessary 
system of internal controls designed to provide assurance that 
transactions are authorized, assets are safeguarded and proper 
records maintained. These controls include quality standards 
in hiring and training of employees, written policies and 
procedure manuals, a written corporate code of conduct and 
accountability for performance within appropriate and 
well-defined areas of responsibility. 

The system of internal controls is further supported by an 
inspection staff which conducts periodic inspections of all 
aspects of the Bank’s operations. In addition, the Bank’s 
Chief Inspector has full and unrestricted access to the Audit 
Committee of the Board of Directors which oversees manage- 
ment’s responsibilities for financial reporting. The Audit 
Committee is composed entirely of directors who are neither 
officers nor employees of the Bank. 


The Superintendent of Financial Institutions, at least once a 
year, makes such examination and enquiry into the affairs of the 
Bank as he feels necessary to satisfy himself that the provisions 
of the Bank Act, having reference to the safety of the depositors 
and shareholders of the Bank, are being duly observed and that 
the Bank is in a sound financial condition. 

Touche Ross & Co. and Price Waterhouse, the independent 
auditors appointed by the shareholders of the Bank, have 
examined our financial statements in accordance with generally 
accepted auditing standards and their report follows. The 
shareholders’ auditors have full and unrestricted access to the 
Audit Committee to discuss their audit and their related 
findings as to the integrity of the Bank’s financial reporting and 
the adequacy of the system of internal controls. 


ALLAN R. TAYLOR 
Chairman and Chief Executive Officer 


A. H. MICHELL 
Vice-Chairman 


AUDITORS’ REPORT 
To the Shareholders, The Royal Bank of Canada 


We have examined the consolidated statement of assets 

and liabilities of The Royal Bank of Canada as at October 31, 
1989 and the consolidated statements of income, changes in 
shareholders’ equity and changes in financial position for the 
year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered 
necessary in the circumstances. 


In our opinion, these consolidated financial statements 
present fairly the financial position of the Bank as at October 31, 
1989 and the results of its operations and changes in its 
financial position for the year then ended in accordance with 
accounting principles prescribed by the Bank Act applied on a 
basis consistent with that of the preceding year. 


TOUCHE ROSS & CO. 
PRICE WATERHOUSE 
Chartered Accountants 


Montreal, December 4, 1989 


CONSOLIDATED STATEMENT OF INCOME 


(in thousands of dollars) Year Ended Year Ended 
October 31, October 31, 
1989 1988 
Interest Income 
HCA TUSH (OUC) MMPg ire Me te BOE <fcu® Sorn SN ea ir Ait mrs dts yay x ch ot RR a a eee reas $9,916,478 $7,796,654 
eaSeqi Man Cli] > Weaer ea Nee Arora Vabah Au Phe 5 Wleeehekink co tmurhea os np eee Nee UREN A sh ceed 130,990 117,830 
SCCM MES! (OLD) Emer e He NM cates ren ck xh cgG tn ass 1h S¥s.c-e afc @byaresch 0d Bolten PRO Oe ene manta he 970,530 706,339 
DEMOSItSEWAL LUDA SRM met Pee Ne rath MAB: oriyaica a sc vnc cin laced epieeg econ RIUM nt cveis Ga mA 675,577 703,851 
11,693,575 9,324,674 
Interest Expense 
DYES BXORUES a oh GAG 5 OCONEE OEP ace Pn i gO ea 84 iy Seria ay oe 7,772,125 5,871,466 
BAT kKaG COEUNULES HEMMER TEI. espace ose ke Pn OR et Ce. OP Rah PERL Rete fae 205,735 141,549 
COUUBER., 6 cscs dy citcaB Sak, Anes dit: Seep MRE ae RRR Cae PE oe a Bok Aa eee De eee ee 91,035 311,254 
8,068,895 6,044,269 
INEGI terest! In COMIC ree reer Ris A a Re oe ete ha coe MR ra ee ee tee ee Se 3,624,680 3,280,405 
RrOMISHOnalOlg OAM LOSSCS Meme. Mees Ac Sita drat Le) ate dost Sat wie ee ahr AR ee an eBay oe ay 1,380,000 750,000 
Net Interest Income After Provision for Loan Losses ................ 0.0.0 cece cece eee 2,244,680 2,530,405 
@inenimMGOmien tH OlCee) Mame w Meter tek etn, ein aacpctrn dotan clewttcsc Wisosee GRAM Let y eaten TERT ule He Mic avekede ie peace 1,537,791 1,270,302 
Net Interest and Other Income........ 0.0.00. 0 eee cece e eee eee 3,782,471 3,800,707 
Non-Interest Expenses 
SBIVBES® 3 6 sero taca'h Fee fA CCRT Td Ce ane ane PTE aM i esi ee Cec 5 2k |. oA om eee eS 1,554,917 1,331,886 
Pension and other staff benefits.................... Fe Ue a eli Ce ae CE een, 151,289 135,257 
Premises and equipment, including depreciation .......... F955, A CE ee re oe 513,511 462,460° 
LOTMA, pueu ouen ter cxleng 2 bk0 1 29, Och Len CRMs ea Sa a oe Roethke an Bea eee eens eens tone 715,154 620,095 
2,934,871 2,549,698 
INeGIncome: BeElOre INCOME TAXES: essere fe oye ed hs ote se A ORE te oe Gane TRC cap See eee are 847,600 1,251,009 
OC ETINE PEPER CAGES MN, 0, 5 Soto Se ee oe ee Oe Ae Se IEEE I Ce ec Md am, are ri chal roe eNO Se Age 305,000 530,000 
Net Income Before Minority Interest........ 0.000220 020 eee eed ekotaaA ee 542,600 721,009 
Nimonitysimterestiamie him cOmlerol Suis! cliatieS yin. eet tet sete aeeeces ae eyes nae ieee oer eee st vet vee 13,527 8,691 
Net Income $ 529,073 S238 
Income per Share (note 4) 
BERS So ec Bnet fs dare os ok REE ee aaa gma AL eh ie Eres OR Co ar mre $3.29 $5.05 
ulllivmcliited  anrmentaeerter: estocls ce ts sere Ee ne ee Seep INSEE Orr Oe Nel care or $3.25 $4.83 


CONSOLIDATED STATEMENT OF ASSETS AND LIABILITIES 


a SR nS 


(in thousands of dollars) October 31, October 31, 
1989 1988 
ASSETS 
Cash Resources 
Gash-and depositsiwath Bank oftGamacaee ame sees aie ese Ra eee e-toc $ 1,364,801 $ 2,307,487 
Deposits withiother banksy ens spre stats ca atte cies eevee cs tees ore ao earns eee tee penne ne epee rear ear 6,822,322 7,786,055 
8,187,123 10,093,542 
Securities (note 5) 
Issnediorionaranteed by Ganaclawy eyes a -reterae esc eicechecs eran etn) Soe eee genet eee rn Me ea 3,332,601 3,239,953 
Issued or guaranteed by provinces and municipal or school corporations .................-.....-+.00-5 767,345 685,916 
OURERSECUTIEES 2 tears cis cesar ae pic reed ence c Decca s eS enter enc eyOR St Se eee eee ce ae 3,889,545 4,946,371 
7,989,491 8,872,240 
Loans (note 6) 
Day call andishoruloansnomvestmentidealersiamdl brokers, secure clergy er eet eae eee ree ee 336,960 883,099 
Joy vats go8 anal coe ee nae try eae ae) SE en Ogee Re ee MRA Re eS aN on Tals, Mr ey 4 aagein a dod San at 1,264,076 1,868,196 
Morivave loans ir rtae semis sein ttle cetre ee scsi se srs se cmos Sel RO eee eee ee ee 23,523,982 20,414,941 
(Oa rts) a toy: see he ce Shue CE etn ee ae ee nnn Inara, Kae to AA Sw a dopo 58,113,767 54,615,103 
83,238,785 77,781,339 
Other 
Customers: habilityunder acceptances. en ajaekes vee aieis =< sis aie oe re eon ae ee a eT ea 10,700,562 9,538,994 
Land buildings!andieauipmient (ote) merace ter sess eee eva = arr arc ea eee eee are eae 1,508,691 ISSA 5D3 
@ldntae a ae (G16 CRC) eae ee Ae ee PRON Core cee iit clin bab oioheleoe atta t ages ¢ 3,034,906 2,433,667 
15,244,159 13,307,219 
$114,659,558  $110,054,340 
LIABILITIES 
Deposits (note 10) 
Pay aloles One entra al Perarcece bn etanis cote eodc aut necks Pees tice fn haarccv ch gee nat an ene ae rena ee ne $ 8,219,514 $ 8,614,685 
PEW ALISA CNOMES. a. 2, aa Nea Me an Aen Geen eA ana kate oe pee Maun andes Mus aabec 33,654,488 30,445,607 
Pavableiamtactixed dates Gere cert ects Sos ye) aiegeose ie euctnt ee Steimackte, 4c Sen ate ate eg oe ee ree 47,312,273 48,177,988 
89,186,275 87,238,280 
Other 
laaaiives alae oldnter mn MaRS oe Gaba age bow ope ooMe guna egnr potenkutenorauhsbneseauenss 281,690 46,045 
VNSIE(SI OV VOC ct Maire iO ee PR ae Rae ae NNT pe ch eM ye Ey aS ~ 6s 5G A BSS. Se Ee Bn t 10,700,562 9,538,994 
EiabilitiesvonstinsiqiainesietineratiamtclepOsits (1 0ic 1) memeem sree e ss eet eesti ee eae ea ee eee ae ea 1,113,195 LAO S22 
Other abilities (note TD) ewan eh oe eee cae etc ec cy ea ee ee 5,379,683 Oto 
MIN OTLEY AMLEKes tam StDSICH ales ag paenPa mage seer mete Pail c= eee TR eee ee 97,800 99,020 
17,572,930 15,728,822 
Subordinated Debt 
Bankedebentunesi(io tess), a pe eth eae i ete 2 re er 2,118,399 2,000,214 
Shareholders’ Equity 
Capital stock (note 14) 
Prererred sao -.<s <u, Several Sue aes ster is Arata teed yale vans na ORC es Se ne ae ee 1,150,357 953,668 
COMMON NTs dengcrcisteann Perce cue aiyyal once leet Pele. aire kaos. als ene ee 2,309,236 1,961,590 
Retained Carn ese meckts ra fcc) gered tye ere ne ome Dae ee osha ae eee 2,322,361 2,171,766 
5,781,954 5,087,024 
$114,659,558  $110,054,340 


ALLAN R. TAYLOR 
Chairman and Chief Executive Officer 


JOHN E. CLEGHORN 
President 


CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY 


(in thousands of dollars) Year Ended Year Ended 
October 31, October 31, 
1989 1988 
Capital Stock 
BalavicearDesinnin aol yea an Serene cae sera ee a) i, See . : ns, eee Ot oe $2,915,258 $2,557,208 
ISSUES HONS Easel Ghee Oh ve on eek ee ce os 8 SR i 400,000 = 
[SSUSORCOMMMONISALeSe eM Ge een Re ee eee ee ee ee ee em, ere 347,646 416,500 
Prcieniel SNeMES Commie! TMK) CopmaNanOI SMENSS , 2-0 do ane nu connacccceoesns1susoss¢nuneensscae (187,277) (44,551) 
Preferred shares redeemed, retracted and purchased for cancellation.................-----000e0- 0s eee. (10,804) (4,929) 
Translation adjustment oni shares issued!in foreign cumency........... 0... 41.2: e085 5105 sess se ses ee: (5,230) (8,970) 
Balance at end of year $3,459,593 $2,915,258 
Retained Earnings 
Balancesateine Sinn S10 [aye al eames enerter: hasan ey nt ete eRe. <0 re ee en re $2,171,766 $1,806,622 
INCU CON Caen ge EAM eT AEN inte Wee anys os iat nd. an Arica ee rt iss cs phy Au ne Oe aR, ck, ee 529,073 MA Siiles} 
Dividends (ioteel 4 een Ree MRNA Ir se cre ee ee act case A wee eae el See (377,562) (345,643) 
Gain (loss) on preferred shares retracted and purchased for cancellation.....................-.-..-----. (99) 359 
EYOSNSS O! SABIE ISSUES, TE! ON MMCOMTMS AES (MONE DB). 0 pac coc acne oaacescusucuvebcecucnuseusorneras- (6,577) _ 
Unrealized foreign currency translation gains (losses), net of hedging activities and related income taxes (note 3) . 5,760 (1,890) 
Balance at end of year $2,322,361 $2,171,766 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


(in thousands of dollars) Year Ended Year Ended 
October 31, October 31, 
1989 1988 
Funds Derived From 
Operations 
Netincéomess esse. a ater oR Ra? he EN Meee ears; ) ner Oe Senn em Rete aes $ 529,073 S233 
ID VRGANGRSANE IS. 5S aan, Satta BO ane raeh oy RRC ee ae, ee nF Lea eA eR sg ere AD eA Nn Re ane ae (377,562) (345,643) 
CHG. oy io D2 cake soe ee eee ee er. hs ee Sa ee (916) (1,531) 
150,595 365,144 
Capital 
IBYSUTLS OUI SY SLAG NSIS whee cee. A ee ree Rr rR DR RAI, 83, le ae. ek Se Greys SES 118,185 479 314 
PR RRAGUCINEIROS xcs aSicks. puctce aa Ree eee 2 ae TEL Ree 5 Da aie nas erties Shey uel ae 196,689 (58,450) 
(GOLNDHAROP ASANTE cco, eeu iD aaND Ss EO Mite eee ye ee TOE IRIE i, .c0'9 0 Guy eI ea ae e.g iter oe 347,646 416,500 
662,520 837,364 
Banking 
DISC s 8 a's Gee Get Ou e Oo Oe ee ONG Oe ORR ea one cre iat 3 Sn cathe ged Oe mb ee eee ree 1,947,995 427 250 
INSEE VINCE 5 oS ye a4 od GOO Hen A Gores Ae eae PID ALO ROY Gio. 0-5 Be oa B.C Pen Se et eek 1,161,568 PLSD S219) 
(COUNTS Sox oS hee es cheese eee ene ea are ec re a ee ee rr ec ar aR aie Sten ease ae Oe yes 682,540 2,941,826 
3,792,103 6,681,631 
Net Funds Provided $ 4,605,218 $ 7,884,139 
Funds Invested In 
(CAA SAETOROIRTOS LP 5-8 See Re ee Ore csc, moter akc tee ese SiR eeons eos $(1,906,419) $(3,716,432) 
SECUTIC CSM ete ete ar Alrite haet Ra Sloe Tie ache cePkalneleks coe tear Cones cate Siars rer enene rch (882,749) 286,436 
NEG PEINS)> cess cswcaouto nds cusses es ex ees Oseiceh Oe espe MCLE eg AER NT CR Ec ec oda PET eyo aan a fie 5,457,446 8,488,800 
@istomenrsuliabihty undemacceptancesman et react CR Ae EEA 9 8 Cig OA eS, SIA ARP een Eas 1,161,568 PSM DNS 
Se ede ral en kos Ree ioe oni, iad at perth oe 775,372 512,780 
Net Funds Invested $ 4,605,218 $ 7,884,139 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


(all tabular figures are in thousands of dollars) 


—— eee ___________ EEE 


1. SIGNIFICANT ACCOUNTING POLICIES 


The consolidated financial statements of The Royal Bank of Canada are 
prepared in accordance with accounting principles prescribed by the 
Bank Act and the related rules issued by the Superintendent of 
Financial Institutions under the authority of the Minister of Finance, 
and other prevailing practices of the banking industry. These 
regulations require the Bank to carry its assets and liabilities on the 
historical cost basis and to follow the accrual method of accounting. 


The accounting principles followed in the preparation of these 
financial statements conform in all material respects with accounting 
principles generally accepted in Canada. 

Certain comparative figures have been reclassified to conform with 
the current year’s presentation. 

The significant accounting policies of the Bank are summarized 
below: 


Basis of Consolidation 

The consolidated financial statements include the assets and liabilities 
and results of operations of all subsidiaries after elimination of 
intercompany transactions and balances. The Bank accounts for the 
acquisition of subsidiaries using the purchase method; any difference 
between the cost of the investment and the fair value of the net assets 
acquired is amortized over appropriate periods of 5 to 15 years. 


Investments in associated corporations (corporations owned 
between 20% and 50%) are accounted for under the equity method. 
The Bank’s share of earnings of these associated corporations and gains 
and losses realized on dispositions of investments in associated 
corporations are included in income from securities. 


Translation of Foreign Currencies 

Assets and liabilities denominated in foreign currencies are translated 
into Canadian dollars at rates prevailing on the balance sheet date; 
income and expenses are translated at prevailing quarter-end rates. 


Unrealized foreign currency translation gains and losses (net of 
hedging activities and related income taxes) on investments in foreign 
branches, subsidiaries and associated corporations are recorded in 
Retained Earnings. On disposal of such investments, the accumulated 
net translation gain or loss is included in income. 


Foreign Exchange Contracts 

Foreign exchange contracts are valued at prevailing market rates, 
and the resulting unrealized gains and losses are included in “Other 
income” on a discounted present value basis. 


Realized gains and losses on spot and forward contracts are also 
included in “Other income”. 


Interest Rate Futures and Future Rate Agreements 
The Bank uses interest rate futures and future rate agreements in 
trading activities and to hedge interest rate exposure on assets, 
liabilities and anticipated transactions. 

When used in trading activities, interest rate futures and future rate 
agreements are marked to market and the resultant gains and losses are 
recognized in income. 


When used for hedging purposes, gains and losses on interest 
rate futures and future rate agreements are generally deferred and 
recognized in income over the expected remaining life of the 
hedged item. 


Currency and Interest Rate Swaps 

The Bank enters into currency and interest rate swaps as an intermediary 

between swapping counterparties in order to earn fee income, and as a 

principal in order to manage foreign currency and interest rate exposure. 
When acting as an intermediary, the Bank records fees for 

arrangement services in income as received. 


When acting as a principal, the Bank accrues income or expense 
associated with currency and interest rate swaps over the life of the 
agreements. 


Foreign Currency and Interest Rate Options 

The Bank enters into foreign currency and interest rate options as a 
writer in order to earn fee income, and as a purchaser in order to 
manage foreign currency and interest rate exposure. 


Both written and purchased options are marked to market and the 
resultant gains and losses are recognized in income. For written options, 
the maximum gain accrued is equal to the premiums received at 
inception; for purchased options, the maximum loss accrued is equal 
to the premiums paid at inception. 


Securities 
Securities comprise investment account and trading account securities 
as well as loan substitute securities. 

Investment account securities are purchased with the original 
intention to hold the securities to maturity or until market conditions 
render alternative investments more attractive. Equity securities are 
stated at cost and debt securities at amortized cost. Premiums and 
discounts on debt securities are amortized to income using the yield 
method over the period to maturity of the related securities. Gains and 
losses realized on disposal of securities and write-downs to reflect 
permanent impairment in value are included in income in the period 
in which they occur. 


Trading account securities, which are purchased for resale over a 
short period of time, are stated at estimated current market value. 
Gains and losses realized on disposal and unrealized valuation 
adjustments are included in income in the period in which they occur. 
Obligations related to securities sold short or under repurchase 
agreements are included in “Other liabilities”. 

Loan substitute securities are customer financings which have been 
structured as after-tax investments rather than conventional loans in 
order to provide the issuers with a borrowing rate advantage. Such 
securities bear interest at floating rates and are accorded the accounting 
treatment applicable to Loans. 


Loans 
Loans are stated net of uneamed interest and of an allowance for credit 
losses. 

Non-performing loans consist of non-accrual loans and renegotiated 
reduced-rate loans. Non-accrual loans are those placed on a cash basis 
because there is reasonable doubt regarding the collectibility of 
principal or interest. Whenever payment of interest is 90 days past 
due, loans other than credit card balances are automatically placed on a 
non-accrual basis except in certain instances where management has 
determined that the collectibility of principal and interest is not 
reasonably in doubt. Upon classification of a loan to a non-accrual 
basis any previously accrued but unpaid interest thereon is reversed 
against income of the current period. In subsequent periods, interest 
received on non-accrual loans is recorded as income only if 
management has determined that the loan does not require a specific 
provision for loss; otherwise interest received is credited to principal. 
Non-accrual loans are restored to an accrual basis when principal and 
interest payments are current and there is no longer any reasonable 
doubt regarding collectibility. Where a portion of a loan is written off 
and the remaining balance is restructured, the new loan is carried 
on an accrual basis as long as there is no reasonable doubt regarding 
the collectibility of principal and interest and interest is not 90 days 
past due. Renegotiated reduced-rate loans provide for a rate of interest 
lower than the prevailing market rates on similar loans to new 
borrowers. 


Fees which relate to such activities as originating, restructuring or 
renegotiating loans are recognized as ‘Interest Income” over the 
expected term of such loans. Where there is a reasonable expectation 
that a loan will result, commitment and standby fees are also 
recognized as “Interest Income” over the expected term of the resulting 
loan. Otherwise, such fees are recognized as “Other income” over the 
commitment or standby period. 

Lease receivables, included in “Other loans”, represent the aggregate 
remaining lease payments less unearned income. Unearmed income, 
which at the inception of the lease represents the difference between 
total lease payments receivable and the cost of the leased asset, is 
amortized to income over the lease term so as to yield a constant rate of 
return on the declining balance of the lease receivable. 


Allowance for Credit Losses 
The allowance for credit losses is maintained in an amount considered 
adequate to absorb anticipated credit-related losses. Credit losses arise 
primarily from loans but also derive from deposits with other banks, 
loan substitute securities and other credit instruments such as 
acceptances, guarantees and letters of credit. The allowance is 
increased by provisions for losses which are charged to income, and 
reduced by write-offs net of recoveries and by losses realized on sales 
and exchanges of loans to troubled countries. 

Specific provisions are established on an individual facility basis 
to recognize credit losses on most types of exposure. For consumer 
instalment loans, an aggregate provision is recorded by reference to 
historical ratios of write-offs to balances outstanding. For credit card 
balances, no provisions are recorded; instead, balances are written off 
when no payment has been received for 180 days. 


Acceptances 
The Bank’s potential liability under acceptances is reported as a 
liability in the Statement of Assets and Liabilities. The Bank’s recourse 


A country risk provision is made in respect of aggregate exposure 
in a number of troubled countries based on an overall assessment of 
the underlying economic conditions in those countries. 

Write-offs are generally recorded after all reasonable restructuring 
or collection activities have taken place and the possibility of further 
recovery is considered to be remote. 

Losses realized on sales and exchanges of loans to troubled 
countries represent the excess of the face value of the loans given up 
over the cash and/or the fair value of the loans or equity securities 
received. 


against the customer in the case of a call on these commitments is 
reported as an offsetting asset of the same amount. 


Land, Buildings and Equipment 

Land, buildings and equipment are stated at cost less accumulated 
depreciation. Depreciation is recorded principally on the straight-line 
method over the estimated useful lives as indicated below. Gains and 
losses on disposal are recorded in “Other income”. 


Buildings 

Computer equipment 

Furniture, fixtures and other 
equipment 

Leasehold improvements 


20 to 50 years 
3 to 10 years 


7 to 10 years 
term of lease plus first option period 


Income Taxes 

The Bank follows the tax allocation basis of accounting under which 
income taxes on specific transactions are recorded in the periods in 
which the transactions are recognized for accounting purposes 
regardless of when the transactions are recognized for tax purposes. 
Income taxes comprise amounts applicable to income included in the 
Statement of Income and to items charged or credited to Retained 
Earnings. 


Deferred income taxes accumulated as a result of timing differences 
are included either in “Other assets” or “Other liabilities” as 
applicable. In addition, the Statement of Income contains items which 
are non-taxable or non-deductible for income tax purposes and 
accordingly cause the income tax provision to be different than it 
would be based on statutory rates. 


Pension Plan 

The Bank maintains a defined benefit pension plan which is available 
to substantially all employees after two years service or at age 25, ona 
contributory or a non-contributory basis. The plan provides pensions 
based on years of service and contribution, and average earnings at 
retirement. Employees of subsidiaries of the Bank are generally covered 
by separate pension plans which offer comparable benefits. 

An actuarial valuation is performed each year to determine the 
present value of the accrued pension benefits, based on projections of 
employees’ compensation levels to the time of retirement. Pension 
fund assets are carried at adjusted market values. 


a 


Pension expense consists of the aggregate of (a) the actuarially 
computed cost of pension benefits provided in respect of the current 
year’s service, (b) imputed interest on the funding excess or deficiency 
of the plan and (c) the amortization over the expected average 
remaining service life of employees of (i) the unamortized past service 
pension contribution existing as at October 31, 1985, the date the 
current accounting policy commenced, (ii) the funding excess or 
deficiency existing as at the date of the latest actuarial valuation and 
(iii) any experience gains or losses. 

The cumulative excess of pension fund contributions over the 
amounts recorded as expense is reflected in “Other assets”. 


a A SE ES 


2. CHANGES IN ACCOUNTING POLICIES 


Loan Fees 

Effective November 1, 1988, the Bank changed its policy for accounting 
for loan fees in accordance with a guideline issued by The Canadian 
Institute of Chartered Accountants. 

Fees that relate to such activities as originating, restructuring or 
renegotiating loans are recognized as “Interest Income” over the 
expected terms of such loans. Where there is a reasonable expectation 
that a loan will result, commitment and standby fees are also 
recognized as “Interest Income” over the expected term of the resulting 
loan; otherwise, such fees are recognized as “Other income” over the 
commitment or standby period. Prior to November 1, 1988, all such 
loan fees were recognized as “Other income”; only fees that were in 
respect of loan rescheduling activities or considered to be in lieu of 
interest were deferred and amortized over the terms of such loans. 


This change in accounting has had no material effect on Net Income 
for the year ended October 31, 1989. For comparative purposes, a 
reclassification of loan fees from “Other income” to “Interest Income” 
has been made in the Statement of Income for the year ended 
October 31, 1988 in the amount of $119,660,000. 


Gains and Losses Realized on Disposal of Debt Securities 
Effective November 1, 1988, the Bank changed its policy for 
accounting for gains and losses realized on disposal of debt securities 
in accordance with instructions issued by the Superintendent of 
Financial Institutions. 

Gains and losses realized on disposal of debt securities are recog- 
nized immediately in income, whereas prior to November 1, 1988 
such gains and losses were deferred and amortized to income over 
five years 


This change in accounting has not been applied retroactively 
and has had no material effect on Net Income for the year ended 
October 31, 1989. 


Losses on Exchanges of Loans to Troubled Countries 

Effective November 1, 1988, the Bank retroactively changed its policy 
for accounting for losses realized on exchanges of loans to troubled 
countnies. 

Losses, representing the excess of the face value of the loans given up 
over the fair value of the loans received, are charged to the Allowance 
for Credit Losses. Prior to November 1, 1988 losses on such exchanges 
were recognized only to the extent the face value of the loans given up 
exceeded the face value of the loans received. 


The change in accounting had the effect of charging losses of 
$334,310,000 to the Allowance for Credit Losses, of which 
$110,574,000, $135,177,000 and $88,559,000 relate to the years 
ended October 31, 1989, 1988 and 1987 and prior years respectively. 

Loans, net of the Allowance for Credit Losses, were not affected by 
the change. 


3. INCOME TAXES 1989 1988 
Income taxes are reported in the financial statements as follows: 
StatemrentobMcorme” cence ascend Or a ec $305,000 $530,000 
Statement of Retained Eamings 

Bxpemseolshare iSSmesi ra vere i ceapar cute etc ls wei gee vee fe tye 5 es eee (4,700) = 

Unrealized foreign currency translation gains and losses, net of hedging activities........................ 46,700 51,500 
Total Income Tax Provision $347,000 $581,500 
The current and deferred income taxes are as follows: 
Culremtincomie taxeser. 55, sess erste x ish datasoeiars, (Gere poten shoe re ace orcas ne eee $516,090 $266,232 
Deferred ImCome taxes os aphasia ays Ne oA TIES 5s |, eR (169,090) 315,268 
Total Income Tax Provision $347,000 $581,500 
Income taxes in the Statement of Income are at an effective rate less than 

the composite federal and provincial statutory income tax rate for the following reasons: 
Compositetederalandiproyinciallstatutony ti Covn © axial te meee eee ere ete eee eee eee 41.8% 46.6% 
Changes in rate resulting from: 

Tax-exempt income from securities, primarily income debentures, 

lang oyna ton cok sricsyein ahs iantelloyniyngeeo isto) ou aus cascseucgssuganasooeauseecouvudseadeosaue (3.8) (23) 

Koweraverapeltaxqratelapplica ples tors u>Sicliatiies sersrete setae t-te ae tel ae etn eter ea (8.1) (4.8) 

(Sic sah 1s eee eee ee he EN rey Re Gn A MMI o TIGA E oOs.c0 S5c.00 ds asue iudeue cao aooe 6.1 29 
Effective income tax rate 36.0% 42.4% 


4. INCOME PER SHARE 


Basic Income per Share has been calculated after deducting preferred 
dividends of $64,624,000 (1988 — $79,365,000) and has been based 
on the average number of Common Shares outstanding for the year of 
141,292,799 (1988 — 125,338,590). 

Fully Diluted Income per Share has been calculated on the average 
number of Common Shares which would have been outstanding 
during the year of 145,056,461 (1988 — 141,115,260) assuming 


conversion of all convertible securities and exercise of all warrants 
outstanding as at the beginning of each year or date of issue if later. For 
purposes of this calculation, adjustments of $7,706,000 (1988 — 
$48,897,000) have been made for the after-tax interest on convertible 
debentures, the dividends on convertible preferred shares and an 
imputed after-tax return at an appropriate rate on additional funds 
receivable on the conversion of the Second Preferred Shares Series A. 


Sa a ee ee 


5S. SECURITIES Maturity 1989 1988 
Within 1to3 3to5 5tol10 Over 10 Carrying Estimated Carrying Estimated 
1 Year Years Years Years Years Amount Market Amount Market 
Value Value 
Investment Account Securities 
Issued or guaranteed by Canada 
ANGNNOMMNGES , aoc h ba bos aan $2,513,348 $ 12,551 $ — $ 53,671$ 19,759 $2,599,329 $2,599,716 $2,738,117 $2,740,665 
Other debt Pease eae ice 2 pees Po 329,443 158,303 146,839 55,810 23,375 713,770 709,612 1,614,079 1,610,143 
OUMEE GOWN. voce cose saan soe 524,248 524,248 503,078 528,668 492,616 
2,842,791 170,854 146,839 109,481 567,382 3,837,347 3,812,406 4,880,864 4.843.424 
Trading Account Securities ..... 1,779,661 315,635 127,888 378,936 480,733 3,082,853 3,082,853 3,225,457 3,225,457 
Loan Substitute Securities 
Income debentures seme ee _ ~ 40,735 = — 40,735 40,735 59,903 59,903 
Small business bonds.......... 67,737 20,955 - - _ 88,692 88,692 112,219 =112,219 
Term preferred shares.......... 62,213 10,876 292,168 188,925 239,814 793,996 793,996 432,348 432,348 
129,950 31,831 332,903 188,925 239,814 923,423 923,423 604.470 604,470 
Securities of Associated 
Corporations*............... 145,868 145,868 145,868 161,449 161,449 
$4,752,402 $518,320 $607,630 $677,342 $1,433,797 $7,989,491 $7,964,550 $8,872,240 $8,834,800 
*Securities of associated corporations and other equity securities have no stated term and have been classified under the “Over 10 Years” column. 
6. LOANS 1989 1988 
Domestic* 
Day, call and short loans to investment dealers and brokers, secured... 2.0.00... eee ee $ 309,038 ) teheillsisiy/ 
PRON MINES Eval mmnUNainenyayll ores novel lielovHOVONEIMONNS «255552 an dasac sash osasda 525 aoaeseeaeecssss aes 165,925 97,149 
MEAS ANCE CIV ALES Mmmm MRR hn iia! Sete te lau, ens s cieiraats en ae cael Stree ace ine GS Ce eae a eh aie es 847,592 756,352 
Gonsimmergiastal meritless tempers eses oe ee ete ee cettenee ss ds eee ma etna ene os a eee pl tne teem 7,735,852 7,616,787 
INMOIGIATLE ORNOEY no 0 ch oe ne ar ON RS ee ae ees Peart ats ami as oc 5m om oA clio ayes anak 22,669,693 Ss TE 
@ihremloansmeea wee Mee yee <o wero ae ei Ter: RA ee ee tae eee ee ee 36,661,988 33,145,453 
68,390,088 61,732,452 
IO WANCEHONCKECIELOSSCSP Ms 0 Siete eed eS Geen epeen adios «ah ae honed CEREIN SE Bieler aiede Rees eek Se (292,230) (390,545) 
68,097,858 61,341,907 
International* 
CAS ESTE CEIV AD CSR P MRM ree ac coe caus GPS) PNP a) oi Bi: rauczclle Wecke vouar hE secs Cee ae er Pr Oe 284,135 428,089 
PSSSOCIALCCECOLP OLAU ONS hes ce mstetet i Keer ates, Soy otra eon Gs RMR CR ae ore ce eee gt el eee ne 43,492 55,561 
EOATISILO: DATING meetin A. «pert yale a svaihes dat Pei anes Soe Ae 1,900,349 2,273,559 
G@Onsuiimerins fala enclOaT Stew x cm ace wanes Peres iy eso Gi daccite ce Ce series te tou eer ee acs ee 225,615 345,941 
NY Oa OETA a5 oie 8, one Ite I A ae Foe ee RRA Rt ry tonic t, ofa cithnn win-o Dermo wc mrrs 854,759 1,180,617 
(Qian ere lente, ate uy ce kc wie Re nae Reka a Ee ree ne eee ee ee ties oe a ghrosiees aoe o-ca 6 Hoan! 14,582,534 14,402,216 
17,890,884 18,685,983 
/AIN extra nRVee ore Guatalhel ORES ss « a Gls ndeorn.g eon Ses Aa OOO eet ooo ue oo woe oan dab ae owe baa bows (2,749,957) (2,246,551) 
15,140,927 16,439,432 
$83,238,785 $77,781,339 


*Domestic loans include all loans booked in Canada, regardless of currency, with the exception of those of the Canadian-based International Money 


Markets. The loans of this unit, together with loans booked outside Canada, comprise International loans. 


Non-performing Loans, net of Allowance for Credit Losses (included above) 


Non-accrual Loans 


IDYGHe Taek, Sek Ocho Cee RG ea oe CVI Sa ee ce ets Reelin cls Mun moabom sp a iieckme Giro « $431,493 $ 733,637 
TTI TOIIA TIA eee et te cee tha enti elecy sik ap cys, suai AAAs, ga Cnc ae ange or ee ee 191,085 293,111 
622,578 1,026,748 
Renegotiated Reduced-rate Loans 

ID YOv SRA, Dg eo SE IN a Se Ee er en ae re eee pon emne Sem Racal att, cc Osh MODES Oa aROD OIC CrCl AG 125,452 109,551 
IGatZaae tater ne: bee ede teen ca tee eae ire Sane SNe Beet Matern PR ORE RS cr te ics cA, ACE mete, Saar porte sy VT 1,330 1,845 
126,782 111,396 

$749,360 $1,138,144 


7. ALLOWANCE FOR CREDIT LOSSES 1989 1988 
Domestic _ International Total Total 
Balanceatibegimminyotivear (note) een tonne rt ener $390,545 $2,246,551 $2,637,096 $2,655,718 
RravisionitorloamlGsses) a. a meme eae cia eerie a he rc sees eesearne at aes 285,000 1,095,000 1,380,000 750,000 
\Mumite-uisnimer @fireCOwy Cries maar RIAN Lene eich nor aie ero eee (382,305) (26,670) (408,975) (507,864) 
Losses realized on sales and exchanges 
OLloansito ToubledicountMesey wer cate ere ewer ore ye or neers _ (462,552) (462,552) (150,037) 
Other, principally translation adjustments on provisions 
denominated toreienl currencies ase aeme eae eee eee (1,010) (102,372) (103,382) GOR 21N) 
Balance at end of year $292,230 $2,749,957 $3,042,187 $2,637,096 
Composed of: 
SpeCiie PROVISIONS pasce skeen eee a here thaiehn eee $292,230 $ 148,177 $ 440,407 $ 582,557 
Country Tsk prowiSi@m:can.gtesrgoue 18 Sour el ee tees ee -_ 2,601,780 2,601,780 2,054,539 
Total $292,230 $2,749,957 $3,042,187 $2,637,096 
8. LAND, BUILDINGS AND EQUIPMENT 1989 1988 
Cost Accumulated Net Book Net Book 
Depreciation Value Value 
Lari See ree Se ae Eire See oh Age Rt AS a Remade eh Noone wae $ 147,132 $ - $ 147,132 $y 137.848 
isin ke aye ae eee Cees setae se ithe Preteens nes Seen miei er acdnh i 840,165 197,653 642,512 607,375 
Computer equip mien tier a sreeieye ot ee aria oe ee rah ee) us eee eee 695,367 356,729 338,638 252,256 
PUmnitTe mextumes an dlothenequlp men tem meena ise tee 486,975 285,741 201,234 162,408 
Weasehol clammy irovenm Chi ter ay seme aa eee ee 322,304 143,129 179,175 174,671 
$2,491,943 $983,252 $1,508,691 $1,334,558 
Depreciation expense included in the Statement of Income for the year ended October 31, 1989 was $171,461,000 (1988 — $150,000,000). 
9. OTHER ASSETS 1989 1988 
AGGriueGl IM TEreSt. Rates ersr ccs Sec eos iw eee gece OP ere ey nee Te en Ae ee $ 870,369 $ 984,020 
/Nigaloybantesy decree lol = tigejoal |ovea) ders Olslkac IMGMGM@MNMI oe wnaod cand Sancuatnsreceaeotbeuseusacnamsosenne 788,519 318,705 
Cumulative excess of pension fund contributions 
overithe amobnts recorded as expense aan sews sats ie crt ee res eae ae ee ear ee 71,364 70,176 
Deferred iC MMe TAKES 0s se, nos sts see cco, eo ie ee da Ger a ae a 347,637 178,170 
FSrovo re 7 1| PRP Rone ie nen eh a eee We ie SNR ae eet WN ORNS ain. ene om, a atu ois AS Ges Spree we 242,601 229,613 
OfheritemsmncludimesaccountsmeceivableandiprepaldllexperSes ey yrer ee ttetaaetenre re en e ae ee 714,416 652,983 
$3,034,906 $2,433,667 
10. DEPOSITS 1989 1988 
Payableon Payableafter Payable ona Total Total 
Demand Notice Fixed Date 
Domestic* 
GovernmentiofGanadae- etree ae oe $ 164,502 §$ - $ — $ 164,502 $ 296,364 
Pmonnimeriieon(udaNoae poe suses aataode yaa one ore 13,596 494,197 55,067 562,860 180,537 
Banks, eccr e ee eee ican ke. ee ap eae 590,305 18,135 290,119 898,559 1,022,586 
lnicliviclital Sr sees ae Arcee Re AEN ier ia ees 1,532,330 27,396,356 21,002,142 49,930,828 42,896,749 
Other Hearse oh eee cite eee ee rca cre eks  caueal 5,066,681 5,046,324 4,701,678 14,814,683 17,288,489 
7,367,414 32,955,012 26,049,006 66,371,432 61,684,725 
International* 
ARON ALAC EN oniAaguMVeMES; oc aaacocecoanacgsaa0nae- — _ 58,910 58,910 90,196 
Banks). coger ce Pa ie aan A ee geen eee ere 89,044 8,745 9,096,472 9,194,261 11,590,787 
InGlivi dials <0 cy enters eg aaa atte ae er se 286,130 570,662 3,063,842 3,920,634 3,803,967 
Oper PA eee epee na ee L) he oes ee eee 476,926 120,069 9,044,043 9,641,038 10,068,605 
852,100 699,476 21,263,267 22,814,843 25 3a» 
$8,219,514 $33,654,488 $47,312,273 $89,186,275 $87,238,280 


*Domestic deposits include all deposits booked in Canada, regardless of currency, with the exception of those of the Canadian-based 
International Money Markets. The deposits of this unit, together with deposits booked outside Canada, comprise International deposits. 


aE sss... juq5 
11. LIABILITIES OF SUBSIDIARIES OTHER THAN DEPOSITS 


These liabilities are subordinated in right of payment to claims of the depositors and certain other creditors of the respective subsidiaries. 


1989 1988 

RBC Dominion Securities Limited 
SR Gnsa ed Neier Pherae Nee er ne ee 2 fo 2) ot 2 $ 846,252 $ 929,241 
RS eca ner Call Moats see meters terest a4 ice koe vk), vot Soe Sn) ce nn an 64,879 Sul (AO) 

RoyLease Limited 

Long-term notes payable in various amounts to 1997 and bearing interest at rates from 878% to 114% ....... 164,952 197,064 
OLED GIES OT ae ec | ee anne ern Sancti lela t  beca Seat 37,112 43,316 
$1,113,195 SL 20i 3s 22 
12. OTHER LIABILITIES 1989 1988 
PAC ETUC LCTES t MaMee RMR REG: «p50 Maes cc hat nc, aa ee ey Pie seek et ae a ee $1,919,122 $1,630,839 
ZIMotints Payable to) piokerssdealersand clients sss 44 ey. | eee 4 eee eee en 798,352 1,184,719 
Obligations related to securities sold short or under repurchase agreements...............0. 00.00 e eee eee 1,288,425 808,056 
IDINICLEMC SSO AV AD eae ee Raney enc rents cy, | hess gS atria) 5 2 etn) a ea een A ore ek 92,966 87,518 
Wolivanoms indy CapicaNleaSeSn. AN. ve 0. ace wet. oA ta a ac ae et Le eee 79,907 78,819 
Otheritems including accounts payable and accrued expenses... ....0....0: 5. oeas. sess see oA 1,200,911 1,053,490 
$5,379,683 $4,843,441 


13. BANK DEBENTURES 


The debentures are direct unsecured obligations of the Bank and are 
subordinated in right of payment to the claims of depositors and 
certain other creditors of the Bank. 


In accordance with the formula prescribed in the Bank Act, as at 
November 1, 1989 the Bank had the capacity to issue an additional 
$772,000,000 of debentures. 


Maturity Rate 1989 1988 
Rebiruanyalo OS Ome nea TOMO9 =) 0) Rae er he cee $ ad $ 75,000 
INGvem DermlesOO OR eee ie (G1) RR ree. AS 9 NE ees aoe, Rtn RH wei 75,000 75,000 
Noval eS) FINO Mee. Sirsa eateeaee as eee arg ee 7% (2) Galla leva Re meet cites ers cae aoe ee 2,401 2,401 
Hl ae aS © eevee tes eee ee Ne 12% (3) (Gioraneaillellsexta--5 5 me yao Bao, Goes 99,950 100,000 
Repilanyelo: LOOP em te. wares oe 9% (2) Callablewe rehearse i ne ae 27,440 29,206 
Mawyallbsyral O94: ated arate orem titg tee Stee 10% (2) Gallableieseaie Green orale caer mare ae 29,628 Sylesils} 
December, M994. 2h. & qetOes oes 10% (2) Gallablewed San ine hee re 5,888 5,888 
STL OO Ciara ee eee. oes Ses g LO:8O9: «ss ¢ | Se a RR SO aera ee ae 200,000 200,000 
Seejoeimlotere HO) MI) cag Hames Gone Gamers C9 . sca SBE eee ea tere yeree Ss 117,350 122,580 
Natatrary al al SOO Peewee Here) vo ery. ey WOYSO Ge sg A deer ce ah cS Ae eR al 250,000 250,000 
@ctobenl4n GOON ean cea dae fence LODO E gC ARE Raine eget Rint e meats 250,000 — 
Niet 22 e200 Oey fe. frets eas is eet 117% (2),6) Callable on or after November 22, 1992 47,967 62,056 
(bl 5), OOS. ce crs ected Ree ee an PT a (6) Callable on or after July 6,1990....... 410,725 429.030 
@ctobermMa20SS rr yates ses khan cee (7) Gallabléws See ae ee ee 250,000 250,000 
JUNE Cy POSS 4s oe 5 oaeid oale cn cee ares (8) Callable on or after June 6,1991 ...... 352,050 367,740 

$2,118,399 $2,000,214 


(1) The November 15, 1990 debentures bear interest at a rate of 7% of 
1% below the Bank’s Canadian prime rate. 

(2) Subject to sinking fund provisions. 

(3) The July 22, 1991 debentures are convertible at the option of the 
holder up to and including July 21, 1991 into Common Shares ata 
conversion price of $35 per Common Share. These debentures are 
also convertible at the option of the Bank at a conversion price of 
$35 per Common Share if the Common Shares have traded at or in 
excess of certain weighted average prices. 

(4) The September 30, 1998 debentures are denominated in U.S. 
dollars and are carried at the Canadian equivalent of U.S. 
$100,000,000. These debentures bear interest at a rate of 0.08% 
above the six-month LIBOR. 

(5) The May 22, 2000 debentures are denominated in U.S. dollars and 
are carried at the Canadian equivalent of U.S. $40,875,000. 


Repayment Schedule 


(6) The July 5, 2005 debentures are denominated in U.S. dollars and 
are carried at the Canadian equivalent of U.S. $350,000,000. These 
debentures bear interest at a rate of Yo of 1% above the three-month 
LIBOR. 


(7) The October 1, 2083 debentures bear interest ata rate of 0.40% above 


the 30-day Bankers’ Acceptance rate reported by the Bank of 
Canada. 

(8) The June 6, 2085 debentures are denominated in U.S. dollars and 
are carried at the Canadian equivalent of U.S. $300,000,000. These 
debentures bear interest at a rate equal to 4 of 1% above the three- 
month LIMEAN. In the event ofa reduction of the annual dividend 
declared by the Bank on its Common Shares, the interest payable 
on the debentures is reduced pro-rata to the dividend reduction 
and the interest reduction is payable with the proceeds from the 
sale of Common Shares. 


The aggregate sinking fund requirements and maturities of the Bank’s 
debentures assuming the earliest possible dates of maturity under the 
terms of issue are as follows: 


Within year eines menen in) creme nie ye iene eo ierren er $ 7,052 
FLOM IOO DV Causiatrecrscce sacten cee eee pee tee Nene meee 186,335 
EOL 2AtOnS VEALS tay vir cekcoo ge) sei eNcer peony acy eae ee ee 32,503 
Inge NIMES MIKO Ocul hg a Gata e mA AS hnoo oe np ace 38,506 
FAVOMM |) COL OF CATS ie rereteunast weet ae ssk ti eam ener 841,228 
OVvend Ol yeansy tafe waste by dahecer ey eee nite eee 1,012,775 

$2,118,399 


nn  —— 
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14. CAPITAL STOCK 


Authorized Capital Stock 

Preferred — 50,000,000 First Preferred Shares and 50,000,000 Second 
Preferred Shares without nominal or par value, issuable in 
series; the aggregate consideration for which all the First 
Preferred Shares and all the Second Preferred Shares may 
be issued shall not exceed $1,250,000,000 in each case. 


Common — 250,000,000 shares without nominal or par value 
provided that the aggregate consideration shall not 


exceed $3,000,000,000. 


Outstanding Capital Stock 1989 1988 
Number Amount Number Amount 
of Shares of Shares 
(in thousands) (in thousands) 
Preferred 
$1.88 Cumulative Redeemable 
First Preferred Shares Series A (1) 
Outstanding aubecinming oh yediaeer tr ekaer tr ee ree er een: 4,627 $ 115,676 4,824 $ 120,605 
IPS ae Saal MON (CRIMOSIENMOI oy oy aan o cero deus epodn bo aconende ede (186) (4,660) (197) (4,929) 
Outstandingatencdiolieat meg nenaee es wees ys See 4,441 111,016 4,627 115,676 
$1.45 Cumulative Redeemable 
First Preferred Shares Series B (2) 
@Wtstan cdingatibesinnin oO olyedcaee nite ee ieee er eae 13,600 271,991 15,000 300,000 
(Qormerareol imniicoy (CormmnomvSneweas. , .. vaa kooky oadvocnongsbsosneane — —_ (1,400) (28,009) 
OMSZNGIING EE CHCNO EE orion ohn oe 6c abeoueascdanebusneeangend 13,600 271,991 13,600 271,991 
Floating Rate Cumulative Redeemable 
First Preferred Shares Series C (3) 
Outstanding at end of year 1,000 100,000 1,000 100,000 
U.S.$ Floating Rate Cumulative Redeemable 
First Preferred Shares Series D (3) 
Outstan din gatiberinmineolsy Cal: ayer rae eee eee eee 1,000 122,580 1,000 [Si a0 
Forelonicnrrencyitranslatiom'aeljls tian tenets eer ee eee (5,230) (8,970) 
Outstanding atendioliveateerwe: se eee ae eee ie eee ae 1,000 117,350 1,000 122,580 
Price Adjusted Floating Rate Cumulative Redeemable 
First Preferred Shares Series E (4) 
Omistancinplatencio inyealamme ene tener ret ae ne es a eee 1,500 150,000 1,500 150,000 
Non-cumulative 
First Preferred Shares Series F (5) 
Issued in September 1989 and outstanding at end of year............. 6,000 150,000 = — 
Non-cumulative 
First Preferred Shares Series G (6) 
Issued in September 1989 and outstanding atend of year............. 10,000 250,000 = = 
$2.75 Cumulative Redeemable Convertible 
Second Preferred Shares Series A 
Ouistanding ates ianin 7 othy clarinet nr ene 7,736 193,421 8,398 209,963 
GonvertecdsntoiGommon Sharesaey een nie iaeieeanie een oe aero (7,491) (187,277) (662) (16,542) 
Redeciiec tere vies chia) ny. Ak te oe et ee aie es ote oe 3 Se (118) (2,946) ~ _ 
RE tracted sn centiee sty kerosene ere ee ee a Sar (127) (3,198) _ — 
(OMB iAM VAN MEOMMEE ooo. gndnacws vans ada eoaenneganeeaes - — 7,736 193,421 
Total Outstanding Preferred Stock 1,150,357 953,668 
Common 
Onistandin gat Depinmnin eo ihyeac esl 132,650 1,961,590 118,005 1,545,090 
Issued under the Shareholder Dividend and Share Purchase Plan....... 3,195 122,864 4155 112,336 
Issued on conversion of First Preferred Shares SeriesB............... - _ 700 28,009 
Issued on conversion of Second Preferred Shares SeriesA ............ 7,491 224,732 662 19.850 
Issued on conversion of July 22,1991 Debentures .................. 1 50 ~ — 
[SSued OnaccuisitiomOfSUDSicliaicy = amie tee tele ent ene nee - — 9,128 256,305 
Total Outstanding Common Stock 143,337 2,309,236 132,650 1,961,590 
Total Outstanding Capital Stock $3,459,593 $2,915,258 


(1) The Bank has undertaken to purchase in each calendar quarter 


48,000 of the First Preferred Shares Series A, if available, at prices 
not exceeding $25 per share. 


(2) The Bank has the option to redeem the First Preferred Shares Series B 


at $20.80 per share until June 9, 1990 reducing by $0.20 per year 
until June 9, 1993 and thereafter at $20. The Bank may at any time 
purchase for cancellation First Preferred Shares Series B at a price 
per share not exceeding the then applicable above-mentioned 
redemption price. Such redemption and purchase for cancellation 
options are subject to the consent of the Superintendent of 
Financial Institutions. 


(3) The dividends on the First Preferred Shares Series C and D are 


determined quarterly by applying to Cdn.$100 and U.S.$100 
respectively, the greater of (i) 6.67% per annum and (ii) % of the 
Bank’s average Canadian and U.S. prime rates respectively for 
stated periods. The First Preferred Shares Series C and D are 
redeemable by the Bank at a price per share of Cdn.$100 and 
U.S.$100 respectively. The Bank may at any time purchase for 
cancellation First Preferred Shares Series C and D ata price per 
share not exceeding Cdn.$100 and U.S.$100 respectively. Such 
redemption and purchase for cancellation options are subject to the 
consent of the Superintendent of Financial Institutions. 


(4) The dividend on the First Preferred Shares Series E is determined 


monthly and (i) floats in relation to changes in the Bank’s Canadian 
prime rate and (ii) is adjusted upwards or downwards based on 
changes in market trading value. The annual dividend rate 
applicable to any month will in no event be less than 55% or 
greater than 75% of the average prime rate. The First Preferred 
Shares Series E are not redeemable by the Bank prior to April 30, 
1991 but thereafter are redeemable at a price per share of $100. 
The Bank may at any time purchase for cancellation First Preferred 
Shares Series E at a price per share not exceeding $100. Such 
redemption and purchase for cancellation options are subject to 
the consent of the Superintendent of Financial Institutions. 


a 0.0.00) 
(5) The dividend on the First Preferred Shares Series F is determined 


quarterly at a rate equal to the greater of (i) $0.5625 per share and 
(ii) 40.761% of the dividend per Common Share for the same 
quarter. The First Preferred Shares Series F are not redeemable by 
the Bank prior to October 31, 1999 but thereafter are redeemable (i) 
in cash, at a price per share of $25 or (ii) by the conversion of each 
First Preferred Share Series F to be redeemed into that number 

of Common Shares determined by dividing $25 by 95% of the 
prevailing market price of the Common Shares at that time. 

Such redemption options are subject to the consent of the 
Superintendent of Financial Institutions. 


(6) The dividend on the First Preferred Shares Series G is payable 


quarterly at a rate of $0.53125 per share until October 31, 1999 and 
thereafter is determined quarterly at a rate equal to the greater of (i) 
$0.53125 per share and (ii) 40.761% of the dividend per Common 
Share for the same quarter. The First Preferred Shares Series G are 
not redeemable by the Bank prior to October 31, 1999 but thereafter 
are redeemable (i) in cash, at a price per share of $25 or (ii) by the 
conversion of each First Preferred Share Series G to be redeemed 
into that number of Common Shares determined by dividing $25 
by 95% of the prevailing market price of the Common Shares at 
that time. On and after October 31, 2000, subject to the right of the 
Bank to redeem or to find substitute purchasers, each First Preferred 
Share Series G will be convertible at the option of the holder into 
that number of Common Shares determined by dividing $25 by 95% 
of the prevailing market price of the Common Shares at that time. 
Such redemption options are subject to the consent of the 
Superintendent of Financial Institutions. 


Number of shares 
(in thousands) 


As at October 31, 1989, Common Shares were reserved for 
possible issuance as follows: 


= Underline Srardinelelce DiiwclanelesinelS remmeleunelmase len, 255 pac oe nook ade ass sbasdsadeensegnn so04ce 76 Heme ceunese 3,575 
= Upon compere inedlke 22, WOOD AT aNWIKES 6 ono h nade h hee eco dmonge oS oo oo sees Oph ERee peo uoee see neve de dest 2,856 
6,431 
Dividends Declared 1989 1988 
Preferred 
First Preferred 
STUN 1, alan EDO MAC Se Re Re ot On aR eae UR IS: cn eae Ge SE eo eae PTT $ 8,508 $ 8,870 
ETC IS ANNIE Wie <meta ache PS es Bivcra. od Rh Waheed. & “i Surge oe Re a ce cer ga cae eg 19,720 20,736 
GTS ES, os os Bae el Sethe ea Bt en Re EE Te RET ae Ry eens 3 Grothe cae tore ican ODS ao 8,573 6,887 
Sere s4]) Mea a a Pane rds Ses. hie Ge cs sesh, Seach Born, ain’ de ee ee eee cee EE 8,498 8,251 
LS ya PeCH Dy le eu ae he Re ae Ree ae Teme eer oer ae Rea ee Ae eae 14,630 lols 
SET Spa IOE ne RN Crs aek ers Ao eect ae Oda Shots nad, cur ae eee er accra eee gee carter 1,812 — 
SECS GENRE ee MR ew tite ENS acs ibe ee Sea inl ts) Cdn aN a RR AC A es hoe Ree ants 2,853 _ 
Second Preferred 
SMES ING. ony A Scho ead Se OE © paitoe a hee Sec PCLT AIG OLS Orn eee aerial cia ISM cb Be adh g Specks Sw OND ALOOLO'c 30 23,008 
64,624 79,365 
(GATTO o aoe o Nei 5 US ulate Sao hele Oc eaoetns Mine Peon ein atarawn a ate cs Ro ttas SeBes caso 312,938 266,278 
$377,562 $345,643 


EE a 


15. PENSION PLAN 


1989 1988 


The funding excess of the Bank’s principal pension plans as at January 1, 1989 and 1988 is determined as follows: 


Pension tundiassets, abadjustedimarketvaluesin cre act 21. arterial enna ee eet ne ee $1,544,393 $1,468,956 
Actuarially. computed present valne ol accried penslombenelitss citer annette ees te eee ey 1,305,599 2209 
Funding excess $ 238,794 ny AESyIl N6}5)7/ 


Pension expense included in the Statement of Income for the year ended October 31, 1989 was $11,371,000 (1988 — $3,228,000). 


16. COMMITMENTS AND CONTINGENT LIABILITIES 


In the normal course of business the Bank undertakes various 
commitments and has contingent liabilities which are not reflected in 
the financial statements. Management does not anticipate any material 
losses to result from these transactions. 

The commitments and contingent liabilities reported below reflect 
various degrees and types of risks, including credit, interest rate, 
foreign exchange rate and liquidity risk. The amounts reported 
represent financial commitments to perform, but do not necessarily 
reflect the economic risks associated with the commitments. 

Many commitments to extend credit do not ultimately involve any 
outlay of funds to customers and therefore have neither liquidity nor 
credit risk. Foreign exchange and interest rate contracts, since they 
generally consist of offsetting commitments, involve limited foreign 
exchange and interest rate risk to the Bank. 


Credit risk is the exposure to loss in the event of non-performance by 
the other party to a transaction, and is a function of the ability of the 
counterparty to honour its obligations to the Bank. For all types of 
foreign exchange and interest rate contracts, only exposures created by 
movements unfavourable to a customer’s foreign exchange or 
interest rate position create a potential for credit risk. Hence, generally, 
only half of the contract amounts outstanding will be a source of any 
credit risk at a particular point in time, and then only for an amount 
equal to changes in foreign exchange or interest rates. The Bank 
controls all credit risks through credit approvals, limits and monitoring 
procedures. 

Certain foreign exchange and interest rate contracts are entered into 
by the Bank to reduce the exposure of certain assets and liabilities on 
the balance sheet to foreign exchange or interest rate risk. 


Credit Instruments 


Guaranteesancstancdbyiletters Oheredit mmem rnin aera enn 
Documentary and commercial letters of credit ...................... 
Gommitments torextendicredit@) Sec eeeee eiae eee eee 
Note issuance facilities/Revolving underwriting facilities .............. 


Foreign Exchange and Interest Rate Contracts 


FOr eee ONION). 2. amon Lane upandgzuctcodn seen sae 
Boreigm cumency alichimterest rate il tnesi reenact ae eens 
Puturematerasreemiemtsiiy. exc cater vn eyes Shomer ets era cece = ticks ore Pees 


Currency and interest rate swaps 


Boreien cumencyandinterest rateioplomsiaa- amen ieee eee 


1989 1988 
se eb fan ene Ee gt eee aca et Se re ice $ 6,278,430 $ 5,952,881 
Me te aes ate Pate oar Walon ae 1,004,740 1,285,026 
cs sh SPS ais cere oe ee epee acer evecdeas 69,755,330 tao .024 
Se en ee Ce oT we Aoi hy? 736,358 832,471 
sh igre ble eae ee ee eee 179,840,769 149,295,900 
Pei es a NaS On oo BO bce ocne.: 7,511,497 4,289,943 
oka ee pans chy 32,921,579 17,817,664 
Pe Se cA RS eri I oe ae 79,122,470 51,800,890 
sisi > Ce OI rae 11,432,901 3,257,083 


(1) Commitments to extend credit represent unused portions of 
authorizations to extend credit in the form of loans, bankers’ 
acceptances, guarantees or letters of credit. 


Lease Commitments 


(2) Foreign exchange contracts represent commitments to purchase 
foreign currency and Canadian dollars, including undelivered 
spot transactions. 

(3) The above amounts, except for those relating to guarantees and 
letters of credit, are as at September 30. 


Litigation 


Minimum future rental commitments for buildings under long-term 
non-cancellable leases for the next five years are: 


Teele ra INRRA sf SAP hc ce Ren ReOR Presta Oe hes. $88,769 
LO ONE NOG Set etek ee ea re eas ee AEE 80,393 
LG 2 earner wae iis eaey ePrice ars Pa 71,241 
OOS Fir rare ket etnies a gene oe Pa ln Be Ae ee 59,426 
1S Oe cae: Me nees a) arr ART Pare Ponies tre cP ae one poh 53,033 


Annual rental commitments after 1994 are in decreasing amounts. 


Various legal proceedings are pending which challenge certain 
practices or actions of the Bank and its subsidiaries. Many of these 
proceedings are loan-related and are in reaction to steps taken by 
the Bank and its subsidiaries to collect delinquent loans and enforce 
rights in collateral securing such loans. Management considers that the 
aggregate liability resulting from these proceedings will not be material. 


17. DOMESTIC AND INTERNATIONAL OPERATIO 


NS 


The Bank considers its Domestic Operations to include all business 
transacted in Canada, regardless of currency, with the exception of the 
Canadian-based activities of International Money Markets. This unit’s 
activities, together with the Bank’s business carried on outside Canada, 
comprise International Operations. 


While it is not practicable to make a definitive division of its 
Domestic and International Operations, appropriate allocations are 
made for (a) the cost of funds related to liquidity and capital computed 
on the basis of marginal costs of funds and (b) corporate non-interest 
expenses. 


Domestic International Total 
1989 1988 1989 1988 1989 1988 
Net interest income — taxable equivalent basis ............. $3,080,142 $2,736,287 $ 636,317 $624,769 $3,716,459 $3,361,056 
Deduct: Taxable equivalent adjustment*.................. 73,171 58,063 18,608 22,588 91,779 80,651 
Net interest income — financial statement basis............. 3,006,971 2,678,224 617,709 602,181 3,624,680 3,280,405 
PHaWiGiKoml lor OBANOSSES, «5 eo dbdns veh oaenGaecadanGeess sr 285,000 320,000 1,095,000 430,000 1,380,000 750,000 
2,721,971 2,358,224 (477,291) Wa kswt 2,244,680 2,930,405 
EET I CONG awe are anne en ee Rey ee 1,216,356 941,159 321,435 329,143 1,537,791 1,270,302 
3,938,327 3,299 383 (155,856) 501,324 3,782,471 3,800,707 
INOH-IMereSteXPeUSCS eee ueepa cae reek yc ye an ae ae 2,472,293 2,054,046 462,578 495,652 2,934,871 2,549,698 
1,466,034 1,245,337 (618,434) 5,672 847,600 1,251,009 
INaReOTENVS WA MES nic Beserere Seats a Oe ae Oe ee ERR eee 591,000 539,000 (286,000) (9,000) 305,000 530,000 
875,034 706,337 (332,434) 14,672 542,600 721,009 
Minority interest in net income of subsidiaries ............. 10,505 4.824 3,022 3,867 13,527 8,691 
Net income (loss) $ 864,529 $ 701513 $ (335,456) $ 10,805 $ 529,073 $ 712,318 
Average total assets $88,000,000 $76,500,000 $24,700,000 $27,800,000 $112,700,000 $104,300,000 


*The taxable equivalent adjustment represents a credit to interest income in order to gross up the tax-exempt income earned on certain securities (primarily 


small business bonds, income debentures and term preferred shares) to an amount 


which, had it been taxable at a rate of 41.8% in 1989 and 46.6% in 1988, 


would result in the same after-tax net income as appears in the financial statements. The gross up of such income to a taxable equivalent basis permits a 


uniform measurement and comparison of net interest income. 


CORPORATIONS IN WHICH THE BANK 
OWNS MORE THAN 10% OF THE VOTING SHARES 


Name Principal Office Carrying Value Percent of 
Address of Voting Shares Voting Shares 
owned by owned by 
the Bank* the Bank 

RBC Dominion Securities Limited Toronto, Canada $ 426,839 68% 
RBC Dominion Securities Inc. Toronto, Canada 68 
RBC Dominion Securities (Alberta) Inc. Calgary, Canada 68 
RBC Dominion Securities Corporation New York, U.S.A. 68 
RBC Dominion Securities Barbados Limited Bridgetown, Barbados 68 
RBC Dominion Securities (London) Limited London, England 68 
RBC Dominion Securities International Limited London, England 68 
RBC Dominion Securities Finance S.A. Lausanne, Switzerland 68 
RBC Dominion Securities Pacific Inc. Toronto, Canada 68 
RBC Dominion Securities (Asia) Limited Hong Kong 68 
Royal Bank Mortgage Corporation Montreal, Canada 1,066,405 100 
RoyLease Limited Toronto, Canada 393,366 100 
Royal Bank Realty Inc. Montreal, Canada 1,038 100 
Globe Realty Management Limited Toronto, Canada 100 
Royal Bank Export Finance Co. Ltd. Toronto, Canada 4,262 100 
Royal Bank Capital Corporation Toronto, Canada 9,105 100 
UBQGS Holdings Limited Toronto, Canada 7,039 100 
Royal Bank Investment Management Inc. Toronto, Canada 85 
Royfund Distributors Ltd. Toronto, Canada »85 
Royal Bank Mutual Fund Services Inc. Montreal, Canada 50 100 
Chargex Ltd. Montreal, Canada = Pp) 
RBC Holdings (USA) Inc. New York, U.S.A. 186,963 100 
RBC Properties (New York) Inc. New York, U.S.A. 100 
RBC Holdings (Delaware) Inc. Wilmington, U.S.A. 100 
RBC Systems (USA) Inc. Jersey City, U.S.A. 100 
Royal Bank de Puerto Rico San Juan, Puerto Rico 47,813 100 
Banco Royal do Canada (Brasil) S.A. Sao Paulo, Brazil 20,575 100 
The Royal Bank of Canada Representacoes S/C Ltda. Sao Paulo, Brazil 2 100 
R.B.C. Holdings (Bahamas) Limited Nassau, Bahamas 796,143 100 
The Royal Bank of Canada (Bahamas) Limited Nassau, Bahamas 100 
R.B.C. Investments Limited Nassau, Bahamas 100 
Finance Corporation of Bahamas Limited Nassau, Bahamas es 
The Royal Bank of Canada (Barbados) Limited Bridgetown, Barbados 100 
Royal Bank of Canada Insurance Company Ltd. Bridgetown, Barbados 100 
Royal Bank (Barbados) Financial Corporation Bridgetown, Barbados 887 100 


*The carrying value (in thousands of dollars) of voting shares owned 
20% or more by the Bank is stated at the Bank’s equity in such investments. 


— RNS 


Name Principal Office Carrying Value Percent of 
Address of Voting Shares Voting Shares 
owned by owned by 
the Bank* the Bank 

RBC Finance B.V. Amsterdam, Netherlands $461,942 100% 
The Royal Bank of Canada S.A. Paris, France 100 
The Royal Bank of Canada (Suisse) Geneva, Switzerland 100 
The Royal Bank of Canada A.G. Frankfurt, Germany 100 
RBC Holdings (Guernsey) Limited Guemsey, Channel Islands 100 
The Royal Bank of Canada (Channel Islands) Limited Guernsey, Channel Islands 100 
The Royal Bank of Canada Investment Management (Guernsey) Limited Guernsey, Channel Islands 100 
RBC Offshore Fund Managers Limited Guernsey, Channel Islands 100 
The Royal Bank of Canada Trust Company (Asia) Limited Hong Kong 100 
RBC Holdings (Isle of Man) Limited Ballasalla, Isle of Man 100 
The Royal Bank of Canada (Isle of Man) Limited Ballasalla, Isle of Man 100 
RBC Mannin Investment Managers Limited Ballasalla, Isle of Man 100 
RBC Mannin Trustee Company Limited Ballasalla, Isle of Man 100 
RBC Mannin Limited London, England 100 
The Royal Bank of Canada (Cayman) Limited George Town, Grand Cayman 100 
RoyCan Trust Company, S.A. Geneva, Switzerland 100 

The Royal Bank of Canada Holdings (U.K.) Limited London, England 100 , 
Chancellor Investments Limited London, England 100 
Royal Bank of Canada Europe Limited London, England 100 
Orion Leasing Holdings Limited London, England 100 
Orion Finance Limited London, England 100 
The Royal Bank of Canada Trade Finance Limited London, England 100 
RBC Properties (London) Limited London, England 100 
RBC Properties (Stamford Street) Limited London, England 100 
Profitmore Limited London, England 100 
AST Trans-Act Limited London, England 1 
Libra Bank ple London, England Ma 
Multinational Orion Leasing Holdings B.V. Amsterdam, Netherlands 539 100 
Orion Leasing Singapore Pte. Limited Singapore 100 
The Royal Bank of Canada (Asia) Limited Singapore 150,989 100 
RBC Australia Holdings Limited Sydney, Australia 133,971 100 
National Mutual Royal Bank Limited Melbourne, Australia 50 
RBC Australia Finance Limited Sydney, Australia 50 
RoyAust Management Limited Sydney, Australia 50 
Capel Court Corporation Limited Melbourne, Australia 50 
National Mutual Royal Savings Bank Limited Melbourne, Australia 50 


*The carrying value (in thousands of dollars) of voting shares owned 
20% or more by the Bank is stated at the Bank’s equity in such investments. 


CONDENSED FINANCIAL STATEMENTS OF WHOLLY-OWNED MORTGAGE, 
LEASING AND VENTURE CAPITAL SUBSIDIARIES 


Statement of Assets and Liabilities Statement of Income Year Ended Year Ended 
(in thousands of dollars) October 31, October 31, (in thousands of dollars) October 31, October 31, 
1989 1988 1989 1988 
Royal Bank Mortgage Corporation 
Assets Income 
Mortonve lGansa ere eae ere $20,267,982 $16,602,065 Interest on mortgage loans ............ $2,117,665 $1,545,092 
Personallloanstae eee eee 935,581 1,066,182 Interest on personalloans............. 140,808 132,246 
(G@ommerciallloancaes eee ne eee 939,731 706,030 Interest on commercialloans .......... 113,762 75,914 
©ther investments: aaa ss see oe 3,500,148 2,097,259 Interest on other investments.......... 317,619 143,854 
The Royal Bank of Canada............. 470,673 90,899 2,689,854 1,897,106 
$26,114,115 $20,562,435 
Sie Expenses 
Liabilities 2 
— The Royal Bank of Canada... .. 49,551 
Accrued interest and other liabilities... . . $ 543,326 $ 460,069 betes he Rove! etal oe 1243 = 
s é Interest on notice deposits ............ 1,072,099 575,633 
No ceidepOsltSaar srr insincere eer 13,139,928 9,668,025 ; 
Sh ; 967560 1319592 Interest on short-term promissory notes. . 120,670 92,305 
sa MER Re neta ae oO ey: ; ‘ae Interest on investment certificates....... 995,541 716,534 
UMSOROMASS, oo a ean och nansgees 263,045 205,570 
DWE withinione year serene 6,509,700 4,864,780 rel Salsa hes 
Duebeyondione earner neues error 3,829,288 3,443,330 2,467,898 1,639,593 
Defemedimeome taxes errr ree 49,908 55,919 
Preferred and common stock........... 86,665 74,346 
Gontibutedtsunp US ae eta eee 584,705 438,454 Net Income Before Income Taxes .... . 221,956 257213 
NAMI RECIENAMINES, 55 aa nesag aon eese a < 403,035 237,920 MLCOTME LACSea ren erie ae aes Men fete dea 56,081 100,785 
$26,114,115 $20,562,435 Net Income $ 165,875 $ 156,728 
RoyLease Limited 
Assets Income 
Receivable under lease agreements ...... $915,906 $850,904 Weasestery-ue etree Cio ee es A $103,424 $91,379 
Othe ieee ater ee ee 3,392 3,964 
$919,298 $854,868 Expenses 
Se Interest on short-term promissory notes. . 16,565 WS 453 
Liabilities Interest on long-term debt 
Accrued interest and other liabilities... . . $ 27,482 $ 39,117 The Royal Bank of Canada........... 18,676 20,254 
Short-term promissory notes........... 113,700 137,100 Otel Ae eee a oe es 18,817 27.812 
Long-term debt @peratingrexpensessa =i 7,747 4,042 
The Royal Bank of Canada ........... 96,987 308,497 = 
Othe: aan ent mene nee 168,103 200,015 61,805 63,553 
Defemedinecomeitaxese ssa 4] e eee oar 119,660 100,206 
Gommonstcck Arann oe 321,975 21,975 Net Income Before Income Taxes .... . 41,619 27,826 
Retaimeclicaimin gs: eerie aera 71,391 47,958 ha COMM AES Toes Sores amne oer ho 17,935 13,000 
$919,298 $854,868 Net Income $ 23,684 $14,826 
Royal Bank Capital Corporation 
Assets Income 
Cash and short-term deposits .......... $ 3 $ Sy Interest and dividends ............... $ 1,168 Caeetyi, 
IMVeStim In tssepet aeareeant eee eee cee ae 26,630 13,461 Reesanccommsslonse meen arene or 1,354 898 
Otherassdisa ee eee ee ee eee 420 145 EossionanvestmentS=-- ass es (1,200) (881) 
$27,053 $13,663 1,322 494 
Expenses 
Interest — The Royal Bank of Canada... . . 1,506 534 
@peratinpexpensesueeraeia rn reer 1,257 924 
Liabilities 
Accrued interest and other liabilities... . . $ 97 $ 498 2,763 1,458 
The Royal Bank of Canada............. 17,851 7,507 
COMM ONStOCK= ee eee eee 10,000 5,342 Net Loss Before Income Taxes........ (1,441) (964) 
Retained earnings (Deficit)............. (895) 316 WON MEEPS, a ks Sains pod ao aie ahd (230) 230 
$27,053 $13,663 Net Loss $ (1,211) $(1,194) 
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M.R. Keller (Toronto) 
EHS. Lablans (Montreal) 
D.M. Leahey (Montreal) 
TE. Leather (Montreal) 
J.E.D. Lepage (Montreal) 
D.H. Loucks (Ottawa)* 
E.G. MacDonald (Toronto) 
J.K. MacKay (Toronto) 
S.C. Marks (Toronto) 

B.C. Marshall (Montreal) 
M.A.R. Mimeault (Toronto) 
A. Mirrlees (Toronto) 

KJ. Morrison (Toronto) 
W. Murray (Toronto) 

I. Muskat (Toronto) 

R.R. Parker (Ottawa) 

R.S. Pennycook (Montreal) 
H.1. Phillipps (Toronto) 
G.H. Pickel (Montreal) 
PG. Pitz (Toronto) 

R.H. Riviere (Toronto) 

RJ. Sankey (Toronto) 

J.H. Shaw (Montreal) 

RL. Spicer (Montreal) 
W.D. Squires (Calgary) 
J.K. Talbot (Toronto) 

R. Thomas (Montreal) 

AJ. Thomson (Montreal) 
RE. Travis (Toronto) 

P.H. Tucker (Montreal) 
A.G. van Schalkwyk (Toronto) 
K.A. von dem Hagen (Toronto) 
D.G. Waddingham (Calgary) 
J.C. Walz (Toronto) 

M. Werner (Montreal) 


Vice-President 
& Chief Accountant 
J. Merriam (Montreal) 


Vice-President & Secretary 
J.E. Lawson (Montreal) 


*On secondment (Business/ 
Government Executive Exchange 
Program, Dept. of Finance, 
Ottawa) 


FIELD MANAGEMENT 


Senior Vice-Presidents 

& General Managers 
CS. Coffey (Winnipeg) 
L.G. Edmonds (Regina) 
G.F. Gaffney (Vancouver) 
WJ. Gorman (Toronto) 
D.N. Kitchen (Calgary) 
V.G. McKay (Tokyo) 
D.P. Pritchard (London) 
RJ. Sutherland (Halifax) 
J.M. Walker (New York) 


Senior Vice-Presidents 

GJ. Johnson (Toronto) 
J.M. Lejeune (Montreal) 
R.A. Masleck (London) 
J.N.T. Rednall (Sao Paulo) 
K.A. Smee (Toronto) 
ML_L. Turcotte (Montreal) 


Vice-Presidents 

W.B. Aitkenhead (Kitchener) 
G.C. Appleton (Hamilton) 
J.P. Beland (Montreal) 

D.A. Berardinucci (Montreal) 
G.R. Bernard (Quebec City) 
R.G. Bernard (Montreal) 

E. Bigsby (Montreal) 

J.P.W. Brewster (New York) 
G.R. Bright (Vancouver) 
L.M. Buth (Toronto) 

W.B. Cockburn (Toronto) 
CJ. Coveyduck (Halifax) 
A.R. Creasor (Calgary) 
G.A.A. Dickson (Toronto) 
W.R. Dinwoodie (Toronto) 
S.L. Donofrio (Montreal) 

J. Driedger (Toronto) 

J.RJ. Fauvel (Montreal) 

C.L. Fong (Calgary) 

L.C. Fraser (Toronto) 

W.T. Gale (Saint John) 

G.M. Gartner (Vancouver) 
T.P. Gibbs (Hong Kong) 
L.K. Gieck (Calgary) 

G. Gill (Toronto) 

G.D. Gillespie (New York) 
TL. Gleason (Atlanta) 

RJ. Goom (London) 

WJ. Grace (Toronto) 

RF. Gulliford (Toronto) 
RG. Hall (Mississauga) 
K.W. Harrison (Winnipeg) 
R.A.R. Haskins (Vancouver) 
J.E. Henry (Edmonton) 
RJ.V. Howland (Toronto) 
H.A. Jacobsen (Nassau) 
K.N. Kikano (London) 

J.R. Klassen (Toronto) 

M.G. Klingsick (London) 
R.C.A. Lafontaine (Los Angeles) 
J.Y. Lawrie (Hong Kong) 
B.F. Legg (Singapore) 


H. Lippert (Vancouver) 
EJ. Lundy (Vancouver) 
A.S. MacNeill (Ottawa) 
C.H. Macoun (Toronto) 
C.D. Maloney (Bridgetown) 
A.A. McArthur (Houston) 
E.R. McCutcheon (New York) 
G.A. McNish (Toronto) 
J.M. Messmer (Toronto) 
S.A. Middaugh (Halifax) 
A.A. Mills (Winnipeg) 
WJ. Mills (Toronto) 

W.T. Moodie (New York) 
EM. Munsters (Toronto) 
JJ. Murphy (Winnipeg) 
PA. Palmer (Toronto) 
S.W. Pasternak (Toronto) 
W.R. Penner (Vancouver) 
H.A. Philpott (Regina) 
J.H. Prenger (Toronto) 
J.N. Primeau (Tokyo) 

PJ. Rafuse (Toronto) 

J.T. Rager (Montreal) 

MJ. Ross (New York) 

G.A. Scammell (London) 
R.C. Schneider (Calgary) 
B. Schroder (Toronto) 
D.R. Seguin (Montreal) 
R.E.M. Smith (Calgary) 
RE. Stanley (Toronto) 

GP. Tatrallyay (New York) 
A.L. Tower (Calgary) 
J.A.S. Walker (Ottawa) 
D.S. Walters (St. John’s) 
J.A. Williams (Tokyo) 
R.D. Williamson (Chicago) 
E.Y.H. Wong (London) 


SUBSIDIARIES @ AFFILIATES* 


Senior Vice-Presidents 

1A. MacKay (Toronto) 
Royal Bank Investment 
Management Inc. 


J.G. Macpherson (Melbourne) 
National Mutual Royal Bank 
Limited 


Vice-Presidents 

TJ. Betley (Guernsey) 
The Royal Bank of Canada 
(Channel Islands) Limited 


K.A. Littlewood (Hato Rey) 
Royal Bank de Puerto Rico 


*Seconded Royal Bank Executive 
Officers 


La Banque Royale publie ses états annuels 
en frangais et en anglais. Pour obtenir un 
exemplaire de la version frangaise, 


veuillez écrire a: 


La Banque Royale du Canada 
CP. 6001 
Montréal, H3C 3A9 


Canada 
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